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SPECIE RESUMPTION AND THE AMERICAN FUTURE, 


The year 1878 will be regarded in the future as one of 
more than ordinary historical interest, because it marks the 
transition from an old to a new order of things in the United 
States. It closed the financial history of the war. Seventeen 
years after the suspension of specie payments and the conse- 
quent advance of gold to a premium, after passing through 
greater vicissitudes and being more widely separated frum a 
sound basis than any currency heretofore in the history of the 
world, which was ultimately redeemed, the currency of the 
United States, by the triumph of natural causes, and by the 
still higher moral triumph of honest popular convictions and 
honest legislation, has been restored to the solid ground of 
the precious metals. On the day when this printed page is 
offered for public perusal, there will be no longer any dis- 
tinction between gold and silver on the one hand, and the 
notes of the Government and of the banks on the other. 
Whether or not the quality of legal-tender money will still 
inhere in the greenback —about which considerable doubt is 
entertained —the fact will remain that, for all purposes of 
domestic commerce and exchange, the paper money of this 
country will be as readily received and as current as gold. 

This would not have been the case with any paper circula- 
tion which existed before the war, and this fact has an im- 
portant bearing on the resumption and maintenance of specie 
payments. The security either of the greenback or of the 
National bank note has never been doubted since the close of 
the war; or if doubted at any moment it was only on the 


2? 
or 





490 THE BANKER’S MAGAZINE. [ January, 


ground of possible bad faith on the part of the nation. Its 
ability to redeem its promises has never, since 1865, been 
seriously questioned. The excellence of the National banking 
system removes one of the principal fears which would have 
existed, and been well grounded, if resumption had _ taken 
place during the regime of the State banks. Gold would 
then have been in request, not for convenience, but for 
safety ; and it might have been doubtful whether the amount 
now locked up in the public treasury, preparatory to resump- 
tion, would have been adequate for that purpose. A much 
smaller amount will accomplish the result if the paper circu- 
lation is intrinsically sound, and if the amount of it is not 
excessive. Gold will, under such circumstances, be chiefly 
required for foreign payments; since even if the customs 
dues and interest on the public debt continue to be paid in 
gold, the amount required will be very small, because the 
moment it is received, the convenience of the holder will lead 
him to deposit it in bank, whence it will readily find its way 
again to the public treasury, to be used over and over again 
for the same purposes. 

Another factor, however, is needed to make this state of 
things secure and permanent. That is a continued favorable 
balance of trade. If the balance of trade were against us, 
and required the annual shipment of gold to liquidate it, 
there would need to be an equal influx from domestic 
sources to keep up the supply. Such an influx is likely to 
continue from the American mines, but it is to be hoped, how- 
ever, that the United States will continue, as at present, to 
have the benefit of both currents of the most precious metal, 
the current from abroad and the current from the Pacific 
States. No country can be regarded as permanently secure in 
its monetary system, until it possesses such a metallic stock as 
will resist all ordinary, and most extraordinary changes in its 
foreign trade. It was the possession of this great metallic 
stock, and the, perhaps, providential inaptitude of its people 
to use credit substitutes for money, which kept France from 
financial shipwreck, when compelled to pay a war fine 
unequaled in the history of national penalties. 

The United States seems to be in a secure position so far 
as her foreign trade is concerned. The very excess of indus- 
trial development which, for a time, seemed to be her ruin, 
has, in a manner, contributed to her present security. With- 
out the speculative fever which was bred of paper money, 
numberless lines of transportation and industrial undertak- 
ings, on which the country now depends for the future 
acquisition of wealth, would never have existed ; while, on 
the other hand, without the crash of 1873, and the _ pro- 
longed depression which has followed it, the country would 
never have learned the lesson of economy, or the habit of 
plodding industry, which are indispensable conditions in all 
countries of permanent industrial success. If capital had not 
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been compelled by past losses, and a slowly-gained convic- 
tion that security is better than a hazardous profit, to abate 
its former demands, we should not have been able to 
market at home the four-and-one-half and _ four-per-cent. 
Federal loans, out of which Mr. Secretary Sherman has got 
the gold with which to resume specie payments. If the 
Savings banks, and other moneyed corporations, had not 
been so severely punished for their improvident loans on 
inflated land, they would not have subscribed so freely to 
those loans. If the mechanics and laboring men of America 
had not been pinched in their daily living, to a degree which 
this generation had never before witnessed; if they had not 
learned to draw the line more closely between comfort and 
luxury, the rate of wages would have remained too high for 
profitable production. 

The prodigality of nature has largely helped to accomplish 
this great material and social revolution. Never were such 
abundant crops known as those with which Providence has 
blessed the United States in its period of sore trial. Food 
and cotton have been produced in such quantities as not 
only to bring about cheap living and cheap manufactures in 
this country, but out of the excess to pay a large part of 
that indebtedness to Europe, which has for years constitued 
the greatest feature of insecurity in our financial situation. 
The prices of all the necessaries of life are lower than at any 
former period within forty vears, and to these may be added 
a low price for capital—the universal solvent—which is 
equally unprecedented. 

Thus in the period of enforced idleness, of enforced saving, 
and of enforced reflection, which has followed the crisis of 
1873, the country has settled down upon a bottom rock of 
solvency, security and promise, such as we have never before 
rested on. 

The new year, therefore, witnesses the setting forth of the 
nation on a new and prosperous journey. The strength of 
our political fabric has been vindicated before the world ;_ it 
has stood the shock of a civil war involving greater masses 
of men, greater social and sectional differences, more perfected, 
and therefore destructive, military appliances, and greater 
losses of lives and property than ever before involved a 
nation or a continent. Our National Resources have, in like 
manner, been triumphantly established. It is now admitted 
on all hands, even by our least generous rivals, that no 
country is so self dependent as the United States, and upon 
none is the rest of the world at present so dependent. Our 
fiscal system, so much derided by England, so much critizised 
by the doctrinaires of the continent of Europe, has proved 
equal to the task of bringing us back from the slough of 
depreciated paper money, to the solid ground of gold. The 
French revolution, which rescued the political system of 
France, did it at the expense of her pecuniary credit. Our 
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monetary system, which was born in the first throes of a 
revolution, and which was a revolution in itself, hardly less 
remarkable than the political and social one which gave it 
birth, has proved of such strength as to enable us to 
return to intercourse with other civilized nations on the basis 
of a common money, with a smaller accumulation of it, than 
would serve the purposes of any other people, in adopting a 
kindred measure. 

And, finally, we have obtained a moral victory over our- 
selves, which will do more than all else to establish our 
future rank in the society of nations. In a great political 
campaign, when enforced idleness, and popular suffering and 
discontent were allied with political demagogism and every 
species of financial sophistry, the intelligence and honesty of 
the American people have asserted themselves, and_ have 
secured a_ victory which makes the material prosperity of 
the country immediately secure. 

In contrast with the dawning brightness of our future, 
are the darkness and despondency which seem to be setting 
over our mother country. The condition of England, of 
which we had something to say in the August number of 
the MAGAZINE, in reproducing the statements of Mr. Rath- 
bone, the member of Parliament for Liverpool, in his new 
celebrated paper, entitled, Waste Not Want Not, has come at 
length to excite general alarm in that country. While occupy- 
ing, in many respects, the position of her leading rival, this 
country cannot witness a decline in the prosperity of Great 
gritain without the deepest solicitude. We are kindred 
peoples, and equally pledged to a common career of human 
progress. No other country can ever be to us_ what 
England is as an ally in the cause of political liberty and 
social improvement. We are fighting the same abuses and 
instituting the same reforms, and have never so_ sincerely 
respected each other, and valued so highly our mutual 
alliance and friendship, as now that we are so _ closely 
matched in material resources and in political power. 

Mr. Gladstone has brought upon himself not a little criti- 
cism from the English press for his frank tribute of praise 
to the United States in his recent article in the Worth 
American Review. The average test of patriotism is the 
degree of loyalty shown to one’s own country, and_ is 
summed up in the maxim, “Our country, right or wrong.” 
Mr. Leonard Courtney, member of Parliament for Liskeard, 
who, it is said, is one of the editors of the 77mes, has, in 
like manner, invoked the criticism of the /conomist for the 
gloomy view which he takes of the future of English indus- 
try, in a late article published in the /ortnightly Review. Mr. 
Courtney does not hesitate to predict that there will be 
before the century closes a large transfer of capital and pop- 
ulation from England to the United States, and the future 
manufacturing prosperity of England is in serious peril. 
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BRITISH WEALTH. 


Mr. Giffen, in his paper read within the year past before 
the London Statistical Society, on Recent Accumulations of 
Capital, estimated that during the past ten years Great 
Britain had increased its wealth by 250 millions sterling 
annually, and had made foreign and colonial investments to 
the amount of 80 millions annually. He also reckoned the 
income of Englishmen, from foreign and colonial investments, 
not including trade profits, at 65 millions, although not more 
than 29 millions appear in taxable income returns. 

In a paper read in April last before the British Society of 
Arts, Mr. Ernest Seyd estimated that in 1872-4, a period of 
prosperity and high valuations, Great Britain had 650 mil- 
lions in foreign and colonial public stocks, 210 millions in 
shares and bonds of foreign and colonial railways and other 
public works, and 80 millions in estates, industrial enterprises, 
and bank stocks in foreign countries and British colonies. The 
total, being 940 millions, he supposed to have been reduced 
in 1878 to some figure between 790 and 840 millions. Among 
the losses he sets down 55 millions to the score of defaults 
by Turkey and certain South and Central-American States. 

This is not so flattering a picture of the magnitude of 
British foreign investments, as that of Mr. Giffen, but it 
is a much lower, as well as more mildly-expressed, statement 
of British losses abroad, than that given in a recent speech 
at Wokingham (Eng.) by Sir Charles Russell, M. P., who 
declared that a conspicuous cause of the depression in Great 
Britain was the fact that it “Aad been swindled in foreign 
loans” to the extent of zoo millions. 

In estimating how largely Great Britain holds the public 
debts of other countries, there is one element of the calcula- 
tion which may be fixed with tolerable accuracy, and that is 
the total amount of the public debts of those countries, the 
debts of which are not held by their own citizens. Mr. 
Seyd’s figures on that part of the case are as follows :— 

United States «++ £ 450,000,000 
Russia ; 375,000,000 
Austria-Hungary ......... a tk Dai ied Khe SORES Saeed 340,000,000 
Italy 251,000,000 
Spain 209,000,000 
Turkey 215,000,000 
India 130,000,000 
Egypt 95,000,c00 

79,000,000 
Brazils. 68,000,000 
Portugal 66,000,000 


a OORT SORTER ET Ce PRET CE Te 63,c00,006 
South American, and other small States.............. 295,000,000 


£2,708,000,000 
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Upon these figures, Mr. Seyd observes :— 

The correct proportions of these debts held by these nations is 
not known, but some of them have placed their entire debt abroad; 
in any case the greater bulk is held chiefly in England, France, and 
Germany. From the last estimates to be obtained, and under reserve, 
it may be that England thus holds about £ 650,000,000; France, 
£ 450,000,000; Germany, £ 400,000,000 ; Belgium, Holland, Switzerland, 
etc., £ 100,000,000; total, £1,600,000,000. England’s share is much 
enhanced by holding the greater part of the debt of her colonies. 


From this table of countries, whose national debts are 
held abroad, it is now only a short and small anticipation 
of the future, to strike out entirely the (4 450,000,000 set 
down to the United States. Our Government bonds held by 
foreigners are already reduced to a small amount, and that 
is diminishing every day. Of the remaining debts, assuming 
that Great Britain owns the whole of the debts of her colo- 
nies and of India, it is difficult to see where there is more 
than £ 200,000,000 of other good foreign debts which are 
held in England. The £ 858,000,000 set down to Spain, 
Turkey, Mexico, South American (exclusive of Brazil) and 
other small States, is the merest trumpery. Great Britain 
is, no doubt, the largest foreign holder of the debt of Portu- 
gal, which is a semi-English colony. It cannot be a remark- 
ably good debt, if, as English writers say, the interest has 
been mainly paid in recent years by additions to the princi- 
pal. The Russian foreign debt, that is the debt payable in 
sterling money, or coin, was only ¥£ 200,000,000 when the 
late war with Turkey broke out, and has only been increased 
#, 15,000,000 since. All the remainder of the Russian debt, 
which is now in the total a great deal more than 
4, 375,000,000, is domestic debt, either the paper roubles, or 
bonds payable in that description of currency. Great Britain 
has been a large holder of the Russian foreign debt, but, for 
various and obvious reasons, has been unloading it largely 
within two years, and especially to German buyers who have 
taken very optimist views of Russian finance. The Italian 
debt is principally held at home, and was never much dealt 
in by the English. The Austria-Hungary debt is less held at 
home, but the foreign holders have been and are most 
largely the Germans. Very little of it, even now, is a gold 
debt, although the proportion of gold debt is increasing. If 
the English have any such annual income from foreign and 
colonial investments as sixty-five millions sterling, which is 
the estimate of Mr. Giffen, not more than one-third of it can 
be derived from the public debts of their colonies and cf 
foreign countries. The remainder must come from municipal 
and corporate securities, and from the direct ownership of 
foreigh and colonial bonds, railroads, etc. The English 
revenue from abroad in all forms is undoubtedly great. 
From India alone, it is stated at fifteen millions sterling, 
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including that coming from railroad debts guaranteed ly 
the government of India. 

The controversy continues animated among the English 
writers and statisticians, frst, as to how many and how great 
deductions should be made from the apparent balance of 
trade against Great Britain, in order to get at the real 
adverse balance, and second, whether the actual balance is 
anything more than a mere realization of British incomes from 
abroad, or is reducing the principal of British foreign invest- 
ments. And, if it shouid be decided that the principal of 
British foreign investments is undergoing a process of reduc- 
tion, it might still be a matter of debate whether the aggre- 
gate of British wealth does not upon the whole increase, 
from an expansion of riches at home in excess of the riches 
called in from abroad. Manifestly, that will depend upon 
the question, whether the prostration of the British iron, 
coal, cotton and other interests proves to be temporary, or 
is the setting in of a permanent industrial and commercial 
decline. In the last case the (so-called ) wealth invested in 
the great British establishments will disappear like dew 
under a hot sun. But no such collapse will happen except 
after a memorable struggle. The English have great quali- 
ties, and they will resist the fall of their manufacturing and 
commercial supremacy, if it must come, as stubbornly as the 
old Romans resisted the downfall of their empire, although 
they may not protract their fate as long. Wages will be 
crowded close down to the starvation point, and capital will 
go without any remuneration, if the necessities of successful 
competition with others demand such sacrifices. 

Sir Charles Russell is quite mistaken in saying that Great 
Britain has “ dcen swindled in foreign loans” to the extent of 
200, or any other number of millions. Great Britain is 
rarely, if ever, “swindled” in anything. The Englishman is 
not addicted to confidence in strangers, but his confidence is 
absolutely childlike in other Englishmen, who happen, from 
whatever cause, to enjoy a prestige of any kind. English 
investors follow like a flock of sheep, wherever a “ respect- 
able” English banking house leads the way, the sheep in the 
rear never looking further ahead than to the sheep imme- 
diately before them. It was shown a year, or two years 
ago, in the report of a British committee of holders of for- 
eign bonds, that in the case of the Guatemalian bonds, and 
other similar bonds, the swindles were concocted in London, 
and by London parties, and that the fruits of the swindles 
were divided and enjoyed in London. There was no de- 
frauding of Great Britain for the use and benefit of other 
countries. The robbery of one set of Englishmen by another, 
was, however, on a scale truly magnificent, and so far as we 
have seen no attempt has been made to punish it, and it is 
a suspicious circumstance that no attempt was made to 
expose it until the mischief was irreparably done. 
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Doubtless, Great Britain has failed to obtain the fabulous 
and really impossible profits, which would have been ob- 
tained if all the bonds of other nations, promising extor- 
tionate rates of interest, and sold in London at enormous 
discounts, had been paid in full. But it has suffered no 
losses in such transactions, taken as a whole. Even the 
Turks, over whose bankruptcy the Englishmen are particu- 
larly sore, insist upon it that they have paid, under the 
name of interest, vastly more than they ‘ever received from 
their national bonds from the financial go-betweens who 
manipulated them. 

The great injury which England has suffered in the busi- 
ness of foreign loans, has not been in direct losses upon 
them, but from the fact that they were really made, not in 
money, but in wares and merchandise, and that their magni- 
tude was so great during the loaning epoch, which termi- 
nated in 1872-3, that they stimulated extravagant investments 
in manufacturing and mining machinery and _ appliances. 
There was apparently no end to the capacity of the world 
to purchase all that England could produce, so long as 
bonds were accepted in payment; but the end came when 
England dared not take any more bonds, and from that part 
of the existing collapse in British industries there can be no 
recovery. 


AGRICULTURAL WAGES IN FRANCE AND PRICES 
OF LAND IN FRANCE AND PARIS. 


In England, it is only within three or four years that 
attention appears to have been called to, or any attempt 
made to improve, the low condition of agricultural wages. 
In France, on the contrary, there is what seems to be good 
evidence that that class of wages has been sensibly rising for 
forty years past. 

Reports made to the Minister of Agriculture in 1867, 
showed an advance in them of thirty per cent. during the 
preceding thirty years. An intelligent writer in Z’Zconomiste 
Francais of Oct. 19, 1878, states the advance since 1867 at 
from thirty to fifty per cent. 

Questions of wages involve so many modifying circumstances, 
that they are rarely so entirely settled that no dispute 
remains. The difficulty is not so great of comparing the 
money wages of two or more different periods, but is 
immensely enhanced when it comes to a comparison of the 
real wages, that is to say, of the effective power of the 
wages received in providing for the wants of the laborer. 

The question is freed from its principal difficulties, when 
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it is confined to the wages of those classes of laborers, who 
are fed and lodged by their employers. In respect to such 
laborers, employed on farms, or in the households of farmers, 
the writer referred to states, that since 1836, the wages of 
women and girls has risen from a range of from 80 to 120 
francs per annum, to a range of from 200 to 300 francs per 
annum; that since the same date the average annual wages 
of men have risen from 250 to 500 francs, while first-class 
laborers and many capable shepherds have gained even more. 
He also states that within the same time the quality of food 
furnished to them has improved in an equal degree, and 
includes a good deal of meat and wine, formerly unknown 
except at harvest times and on /é/e days. French employers 
of agricultural labor are described as “groaning” over this 
advance in wages, but the writer referred to insists that it 
is no more than they can well afford, in view of the 
“improved processes of cultivation, the use of machines 
which reduce the amount of hand labor, and the new and 
cheaper modes of transporting crops to markets.” 

The writer concludes by saying : 

These facts are of a nature to re-assure us in respect to the dan- 
ger, so often predicted, of the depopulation of the rural districts, and 
of an abandonment of the labor of agriculture, for the industries of 
the towns. There has been no depopulation. There has only been 
a diminution of the increase of population in France, compared with 
its increase in countries where the people are more miserable. It is 
left to the reason and the conscience of the reader to say, whether 
it ought to be regretted that France has no more unfortunates to 
support, and whether it is not more economical to pay properly for 
the labors of the peasantry, than to have a mass of paupers to feed 
and take care of. 

The last view should have more weight than it seems to 
have in England, where the support of the poor is a com- 
pulsory burden on the tax-payers, which it is not in France. 
Emigration has many advocates in England, but, after all, the 
average Englishman prefers to have the reports of the 
Registrar-General show an increase of the population of his 
country. This is especially true of the landowners, whose 
feelings were expressed in Lord Derby’s speech, made two or 
three years ago, in which he endeavored to persuade the 
agricultural laborers that they were better off in England 
than they would be anywhere else. These landowners forgot 
that the same abundance of laborers, which enables them to 
hire labor cheaply, swells the poor-rates which the law com- 
pels them to pay. Or if they remember it, it fails to over- 
balance the other considerations which incline the governing 
classes of all countries to look unfavorably upon emigration. 
Even in over-populated China, the Emperor and _ the 
Mandarins have invariably discountenanced it. 

An intelligent writer in Z’£conomiste Frangais, of Sept. 7, 
1878, gives interesting statements of present and former prices 
of land in France and in Paris. 
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The average value of the land, per hectare (equal to 2.47 
acres, or roughly 2% acres) including all buildings, except 
public buildings and structures intended exclusively for agri- 
cultural purposes, is stated at different dates as follows: 


Francs, 


Saying nothing at present about the accuracy of the 
absolute value set down for each date, the rate given for the 
increase from date to date’seems to be confirmed in a general 
way, by the following statement of the annual income of the 
real estate of France, as ascertained at various times by 
public authority for the purpose of taxation: 

Annual income in Francs. 
I,440,000,000 
1,580, 597,000 
2, 540,043,000 
3,096, 102,000 
3+959, 165,000 

Official returns are quoted in support of the valuations 
given. The returns for 1851, of lands exclusive of buildings, 
are quoted most at large. They divide the lands into seven 
distinct classes, and fix an average value of 1291 francs per 
hectare. Only two classes are put at less than 1,000 francs, 
viz; woods at 642 francs, and lands of which no use was 
made at 155 francs. 

Of the annual taxable incomes from real estate, given 
above, it is shown that only about one-fourth is charged to 
buildings of all kinds. 

The table first given above, of the average value of all 
lands including buildings, is supposed by the writer in 
L’ Economiste Francais to be subject to a deduction of about 
fifteen per cent., in order to arrive at the value of the land 
proper. But whatever the proper deduction may be, it will 
not, if uniform, affect the percentage of increase of price of 
lands from date to date. 

In respect to the prices of land in Paris, not built upon 
and vacant, two statements are given. The first was made 
officially fifty years ago, by the Inspector-General of Streets, 
in Paris, and returns the prices on the different streets per 
square metre (a square metre being equal to ten-and-two-third 
square feet ), “as estimated by the speculators.” The range is the 
wide one from nine francs per square metre, to 450 francs, the 
average being cighty-seven francs. It requires a knowledge 
of the streets of Paris, not common in this country, to 
deduce any precise inferences from such a statement. But it 
is easy to see, by going to the next statement which covers 
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the years 1866-7-8-9, that the price of vacant land in Paris 
advanced greatly in the forty years after 1828. The second 
statement gives the prices, not by streets, but by districts 
(arrondisements ), the range per square metre being from 
forty-six francs to 719 francs, and the average being 242 
francs. This second statement is not of prices “as estimated 
by the speculators,” but of the average prices at actual sales. 
Stated in American currency and in American measurements, 
the average price of vacant land in Paris rose, according to 
these comparisons, from $1.56 per square foot in 1828, to 
$4.34 in 1866-7-8-9. Average prices are doubtless as poor 
a guide to land speculators in Paris, as they would be in 
New York, whereby nobody would think of buying or selling 
Wall Street property, on the basis of average prices from the 
Battery to Spuyten Duyvil, but these averages throw some 
light on the general advance of the prices in Paris of vacant 
lands. 

France has been, during nearly the entire period covered 
by the foregoing statements, a specie-paying country. The 
intervals of suspension have been short, and the depreciation 
of paper slight, even when suspensions have occurred. The 
figures given have been very little affected in that way, and 
therefore indicate more accurately than they would in many 
other cases, the action of the economic forces “which deter- 
mine the rate of wages and the prices of land. 


RENEWAL OF THE LATIN UNION. 


The Paris /ournal des Debats, of November 18th, contains 
an article by Baron Jules de Reinach on the new treaty 
which has been agreed upon by the representatives of 
Belgium, France, Greece, Italy and Switzerland, by which the 
so-called Latin Union is continued in existence until the 
first of January, 1886. The conference held at Paris for this 
purpose closed its eleventh and last session on the 5th of 
November. The unprecedented number of its sittings indi- 
cates that its discussions were more than usually interesting. 
M. de Reinach describes the Conference as differing essen- 
tially from that of 1865. The latter was, in a strict sense, 
a monetary conference, in which no questions of principle 
were put forward or debated. Its sole object was to assimi- 
late the coins of several contiguous countries, so as to give 
them an international circulation, and a legal-tender char- 
acter within the territory of the treaty-making States. The 
Conference of 1878 was of quite another character; it was a 
politico-economical conference, and the President, who is 
also one of the presiding officers of the Paris Society of 
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Political Economists, might well have imagined himself at 
one of the monthly meetings of that body. 

The precise nature of these economical discussions can 
only be conjectured until the publication of the procés-verbaux, 
which will probably not take place till the action of the Con- 
ference has been submitted to the legislatures of the several 
contracting States and confirmed by them. M. Léon Say has 
already brought a bill into the French Chambers to ratify 
the treaty, but the full particulars of the measure, as reported 
by him, have not reached us. Meanwhile the article of M. 
de Reinach may be looked upon as semi-official, in view of the 
well-known intimacy existing between him and the Finance 
Minister, and the confidential position which he occupies to- 
wards the financial administration of France. 

The Treaty of 1865 was to expire in January, 1880, provided 
a year’s notice to terminate it was given by one of the signa- 
tories; otherwise it was to remain in force for fifteen years 
longer. Rather than remain bound together for so many 
years by a convention, the operation of which had essentially 
changed since it was entered into, the contracting States 
would have abrogated it altogether. Switzerland, therefore, 
which more than any other country has been dissatisfied with 
the treaty since the silver agitation begun, acting on her own 
behalf, and @oubtless at the desire of all her associates, gave 
the notice which was necessary to terminate the union in 
January, 1880. 

This being done, the question was whether to draw up an 
entirely new treaty, or to amend the old one. M. Leon Say 
proposed the latter plan and it was adopted. One of the most 
important new questions to be considered was as to the steps 
to be taken to wind up the treaty (Zguider la situation) when 
the term of it shall have expired; and another and more im- 
mediately pressing one was how to deal with Italy and 
Greece, States which are under a suspension of specie pay- 
ments, and to provide against the possible contingency of 
other States falling into the same difficulty. The treaty of 
1865 did not provide for such a state of things, inasmuch 
as Italy did not suspend till May, 1866, and Grecce, which 
joined the Union in 1878, was then a specie- paying country. 
As the case now stands, paper money has driven coin out of 
Italy, and the greater part both of its full-valued silver five- 
franc pieces and of its divisionary token money have taken 
refuge in France, Belgium and Switzerland. For all beneficial 
purposes to her associates Italy would be better out of the 
Union than in it. 

The excessive accumulation of silver coin in certain parts 
of the Union, and particularly at the Bank of France, is an 
evil mainly due to the currency system of Italy. The Italian 
plenipotentiaries admitted this fact, and declared the determ- 
ination of their government to relieve the situation by 
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a return to specie payments at the earliest day possible. On 
the 7th of September, 1878, there were in circulation in Italy, 
paper notes of the denominations of 4%, 1 and 2 francs to the 
amount of 112 millions of francs ($22,500,000) and the maxi- 
mum emission of such notes authorized was 135 millions 
($27,000,coo). The total authorized issue of all denominations 
of paper money is fixed by royal decree of February 26, 1876, 
at one milliard ($ 200,000,000). These are denominated con- 
sortial notes, and are issued by the six associated banks on the 
deposit by the government with them of its bonds to that 
amount. There are, besides, bank notes not so secured, but 
the latter are not a legal tender. 

The Italian government having declared its willingness to 
suppress its notes of smaller denominations than 5 francs, the 
other contracting States have agreed to assist the operation 
by withdrawing from circulation, and refusing to take at their 
public treasuries, the silver divisionary coins of Italy. The 
arrangements for accomplishing these ends were made the 
subject of article 8 of the treaty, the essential provisions of 
which will be presently stated. By the treaty of 1865, the 
amount of divisionary coins permitted to each of the con- 
tracting nations was six francs a head of their population. By 
the latest census returns, this allowance gives to Belgium 33 
millions of francs; to France and Algeria 240 millions; to 
Greece 10% millions; to Italy 170 millions and to Switzer- 
land 18 millions. Italy, howeve?, owing to the loss of her 
small coins since the suspension of specie payments, has 
replaced them to such an extent by small notes, that the 
aggregate sum of her divisionary money coin and notes now 
amounts to 270 millions of francs, or 100 millions in excess 
of her allotted quota. The whole of this excess is supposed 
to be in the other countries of the Union, France being 
understood to have about 87 millions and the other States 
13. It will be impossible to drive these small coins back to 
Italy so long as the other countries continue to give them 
currency, and, on the other hand, Italy cannot suppress her 
small notes until she has coins to put in place of them. 
Article 8 of the treaty, therefore, makes the following pro- 
visions : 

It should be premised that each of the contracting States 
has agreed to redeem its divisionary coins, when presented in 
sums of not less than roo francs, either in gold money or in 
silver five franc pieces. This obligation is to continue for one 
year after the termination of the treaty. By article 8 the 
other States have agreed not to receive Italian divisionary 
coins after January 1, 1880. France is to gather up these 
coins and deliver them to Italy, which is to pay cash to the 
other States for all received from them up to 13 millions of 
francs. The French contingent of 87 millions is to be paid— 
17 millions in cash and the balance in three annual install- 
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ments in 1881, 1882 and 1883, with three per cent. interest on 
the deferred payments; all above 100 millions is to be paid 
for in cash. The small notes which Italy engages to retire 
are not to be reissued. .After the resumption of specie pay- 
ment in Italy, her small coins will be again received by the 
other powers as heretofore. 

Greece has coined silver drachmas under the treaty of 186s, 
and a considerable number of them now circulate in France, 
Belgium and Switzerland. They have increased in those 
countries since legal-tender paper has taken the place of 
metallic money in Greece. The delegate of the Hellenic 
government explained to the Conference, that during the last 
year, a loan had been contracted with the National Bank of 
Greece and the Ionian Bank, by which the privilege of 
legal tender had been conceded to their notes so long as the 
loan remained unpaid. The actual amount of such notes 
issued is 73 millions ($14,600,000) and the maximum author- 
ized 78 millions ($15,000,000). The two banks have a specie 
reserve of about 16 millions, or more than 20 per cent. 
Before the suspension of specie payments there were about 45 
millions of notes in circulation, the lowest denomination being 
of ro francs. The Greek government is very anxious to 
resume specie payments, and will attempt to accomplish it 
by a credit operation, but it is not able to enter into any 
engagement with the other powers on the subject, nor to fix 
any date at which resumption can be accomplished. 

The gold coins of the several States are to continue, as 
heretofore, of the denomination of one hundred, fifty, twenty, 
ten, and five francs; but the coinage of gold five-franc pieces 
remains provisionally suspended, This suspension is owing 
to the too rapid abrasion of those coins. Experiments made 
in 1868 showed that gold twenty-franc pieces used them- 
selves up in about forty years, ten-franc pieces in twenty 
years, and five-franc pieces in eight years. 

Both gold and silver five-franc pieces are to be admitted 
into the public treasuries of the contracting governments 
without distinction. The Bank of France and the National 
Bank of Belgium have come into this arrangement by agree- 
ing, during the full term of the treaty, to receive those coins 
at their counters. Although the legal tender of the larger 
foreign coins seems not to be explicitly imposed on individ- 
uals, they will not hesitate to ratify it in fact, as the action 
of their respective governments and banks leaves no motives 
to private persons for refusing them. Token coins (those 
of less than five francs) are declared a legal tender in pay- 
ments of not more than fifty francs. 

The coinage of silver five-franc pieces is provisionally sus- 
pended, and cannot be resumed except by the unanimous 
consent of the contracting States. This agreement is also 
made applicable to the year 1879—the last year of the old 
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treaty. An exception has, however, been made in favor of 
Italy, which is to be allowed to coin twenty millions of 
francs. Though not so expressed in the treaty, it is under- 
stood that this contingent is allowed to Italy to enable her 
to replace her old silver coins with five-franc pieces. Even 
if she should elect to buy new silver of Germany for the 
whole amount, rather than melt down the coins of the Bour- 
bon dynasties, no objection would probably be made, as the 
quantity of silver pressing upon the market would be thereby 
measurably reduced. 

As already stated, the new treaty is to remain in force 
from January 1, 1880, to January 1, 1886. If, one year prior 
to the latter date, no notice shall have been given to dissolve 
it, it is to be continued thereafter from year to year. 

Although no other provisions were made in the treaty 
respecting legal-tender paper in circulation in Italy and 
Greece than those under article eight, it was nevertheless 
agreed to be proper to insert in the proces verbaux of the 
conference certain declarations on that subject. Belgium, 
accordingly, declared that, if in future either of the States 
should establish the cours force, or shouid render the con- 
sequences of it more onerous to other States by increasing 
the issues of legal-tender paper, the Belgian government 
would admit that the other States might take any measures 
proper to protect themselves. The Belgian delegate further 
declared that a State which should be forced to suspend 
specie payments, should not be allowed to recover its liberty 
of action towards the other States of the Union, even after 
the treaty had expired, until it had relieved its associates 
from any burdens which such a state of things might have 
imposed on them. It is to be hoped that these cautionary 
declarations will never need to be acted on, and the consid- 
erable period fixed for the duration of the treaty will, in all 
probability, enable the States now under suspension to bring 
themselves into line, so that its indefinite prolongation may 
not be imperilled. 

Baron de Reinach concludes his article, of which the fore- 
going is a summary, with the following passage : 

“If we now cast our eyes over the labors of the Confer- 
ence, we cannot but felicitate ourselves on the results arrived 
at, in view of the different ways in which the monetary 
question is looked at by the contracting States. Switzerland 
and Belgium do not conceal their sympathies for the. single 
gold standard; France is bimetallic; but before pronouncing 
upon the propriety of continuing the coinage of silver five- 
franc pieces, which is, nevertheless, reserved in the treaty, 
She desires to know the results of the monetary Jaws re- 
cently enacted in America. In this state of things it was 
necessary, as far as possible, to relieve the present situation, 
which might become embarrassing by reason of the liquida- 
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tion which would have to be made at the end of the next 
year, when the treaty of 1865 would expire. To assist 
Italy, therefore, to establish her metallic circulation, was 
not only a proof of sympathy given to that State, but it 
was also an act of good policy on the part of the other con- 
tracting parties. If they had precipitated matters by not 
renewing the treaty, Italy alone would have profited by it. 

“Thus, although there was a difference of opinion between 
the contracting parties on the theoretical side of the mone- 
tary question, the Latin Union has been renewed and consoli- 
dated. Both governments and people will, without any 
doubt, learn with satisfaction that the five nations are to 
continue to be united by the bond of a common monetary 
circulation ; and it is to be hoped that this union established 
between them in respect to money will continue to exercise 
a happy influence on their political and business relations.” 

It is not the purpose of the present article to make any 
lengthened comments on the new Latin treaty as it bears 
upon the United States. It cannot, however, be overlooked, 
that the clause which suspends the coinage of silver for 
seven years longer, is likely to have a most important influ- 
ence on the future monetary system of this country. For 
the largest part of the decade which is now opening, and 
which is so full of promise in all its material aspects, we 
shall be the only silver-coining country of the civilized 
world. There can be little doubt that this will make us a 
silver country, almost as absolutely as India and China are 
silver countries, unless the restrictions imposed by the silver 
bill of last winter are rigidly adhered to—that is a coinage 
limited to two millions a month, with all the resulting profit 
reserved to the Federal Government. This is not such a 
double standard as the silver party bargained for, nor is it 
such a bimetallism as those who favor an international sys- 
tem desire to secure. No party will be satisfied with it, and 
further legislation, either forward or backward, seems to us, 
imperatively necessary. If we go forward, and open the 
mints to free coinage, all our gold will leave us, and we 
shall elect to become a silver country pure and _ simple, 
which is just what Mr. Goschen desires. If we go backward 
and repeal the silver bill, making silver token money only, 
with, perhaps, a large field given to it by a liberal legal- 
tender clause, we shall force England, Germany, and _ the 
Latin Union to face the situation, and to share with us the 
perils and inconveniences which a scramble for gold will cer- 
tainly entail. In that scramble the United States would 
stand a better chance to come out unscathed than any other 
nation. This is the course recommended by M. Cernuschi, 
and we incline to think that it promises the earliest and 


most substantial victory to the bimetallic cause. 
GEORGE WALKER. 
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THE CURRENCY OF INDIA. 


It is apparent that strong efforts are being made to raise 
the value of the Indian rupee, relatively to gold, by limiting 
its coinage, or perhaps by suspending its coinage altogether 
until the object is accomplished. To bring about such a 
change in existing policies, two things must be accomplished. 
The local Indian Government must be induced to reverse 
the decision which it made two years ago against the pro- 
posed change, and in the next place, the assent of the Eng- 
lish Cabinet must be obtained. At present, the tone of the 
English financial organs seems to be decidedly adverse to 
the experiment. This is specially true of the London Times, 
which generally manages to keep itself in harmony with the 
prevailing English views on all subjects. The enemies of that 
important journal have always said that it appears to lead, 
only because it knows how to follow, public opinion. It is 
at all events true, even if the Zzmes does not mould the 
average British judgment upon political affairs, that it is as 
good an indicator as there is of what the tendencies of that 
judgment are from time to time. 

The present India monetary question is not that of intro- 
ducing a gold currency into India. The impossibility of that 
is so apparent, from the deficiency of the metal, that it is not 
proposed by anybody whose opinions deserve attention. But 
it is not impracticable to raise the Indian currency, which 
is silver, to its former valuation relatively to gold, by keep- 
ing the amount of it within certain limits to be ascertained 
by a trial. Merely suspending its further coinage might not 
be sufficient. It might be necessary to withdraw from circu- 
lation some of the silver already coined, but that is a thing 
within the power of the Government to accomplish. 

The London Zconomist suggests the danger of a private 
coinage of rupees, if a value is artificially given to them, 
very much above the cost of the silver of which they are 
made, added to the charges of coinage. Apparently there 
would be danger of that, but the experience we have had in 
this country, and the still longer experience which the French 
have had, seems to suggest that the danger is not very great. 
When the silver in our dollar is worth eighty-five cents in 
gold, the silver in the French five-franc piece is worth only 
eighty-two per cent. of the value of the coined piece. That 
is a good margin of profit for private coinage, but if any 
such coinage is going on, the French authorities do not know 
or suspect it. They have given an artificial value for quite 
five years to the five-franc piece, by first limiting and finally 
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suspending its coinage. This artificial value has not been so 
much as eighteen per cent. all the time, but it has even 
exceeded that for some short periods. 

Having an annual interest account to settle in gold in 
London, the Indian Government, which collects its revenue in 
rupees, has been put to an expense, as high in some years 
as thirty million rupees, by way of premium on sterling 
exchange. The Indian Government would save these great 
sums if the rupee was brought up to its old relation to the 
pound sterling. The Indian taxpayers would gain nothing 
by that however. So far as their taxes are concerned, they 
can just as easily pay an additional twenty or thirty million 
rupees of the present value, as to have an equivalent addition 
made to its present value. In one form or the other the 
cost of paying gold in London must be met. Either by pres- 
ent taxes or by loans which will call for future taxes, more 
rupees must be obtained, or existing taxes, while left nom- 
inally the same, must be really increased by making the 
rupee more valuable. But when governments have a free 
choice they naturally incline to modes of taxation which are 
most likely to escape observation. The Indian revenue is 
principally from land taxes, which are viewed in Eastern 
countries more as rents than as taxes. The land occupiers 
might be restive under a demand for more rupees, when they 
would hardly know with whom to find fault if the rupees 
became more valuable and harder to obtain. They would 
perceive that it was harder to pay their taxes, but might 
not perceive that their taxes had been increased. 

There is thus a great temptation operating upon the Indian 
Government to get the new revenue it needs to meet the 
increased cost of its London payments, rather from augment- 
ing the value of the rupee, than from demanding more 
rupees from the taxpayers. The dissuasive is the apprehen- 
sion that an augmented value for the rupee, which means a 
fall in the prices of Indian products, would dangerously 
cripple the industry and internal commerce of India. 

There is a large class of officials in India, civil and mili- 
tary, receiving their salaries in rupees, who would gain by 
an increase in their value, and it is not to be doubted, 
either that their influence with the Government of India is 
considerable, or that it is in various ways exerted in favor 
of the proposed new policy. That portion of them, which 
is very large, who transmit portions of their salaries to Eng- 
land for the support of families, and are obliged in doing 
so to pay high premiums for sterling exchange, probably feel 
that they are thereby suffering both a loss and an injustice. 
Whether they have in fact suffered either depends, of course, 
upon the question, whether the pound sterling, which now costs 
twelve rupees, has, or has not, gained one-fifth in purchasing 
power, as compared with the pound sterling when it was 
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purchasable for ten rupees. They are not very likely to go into 
speculative questions of that kind. It is sufficient for them 
to know, when they deal with their bankers, that they obtain 
less sterling exchange than they were formerly accustomed 
to obtain for the same number of rupees. 

The London 7Zi%mes says in a recent article: 


It [the Indian Government] has to remit annually between fifteen 
and twenty millions to England, and at the present price of silver 
the loss by exchange, reckoning the par of the rupee at 2s, is three 
millions sterling. This is the amount of loss actually entered in 
the Budget for the current year. The amount of the loss is not 
only great, but it is liable to vary from year to year by what are, 
for Indian finance, very large sums. Such variations are most dis- 
tracting to the financier, and are probably even more demoralizing 
in their effect on the Indian Government, by the simultaneous loss 
inflicted on the whole class of Anglo-Indian officials, whose salaries 
are calculated in rupees, but whose remittances to England must be 
reckoned in gold. 

But although fully appreciating the power of these and 
other motives and influences brought to bear on the India 
Government in favor of raising the Indian currency to a 
parity with gold, the Zimes stoutly resists the proposed pol- 
icy. In the same article, it further says: 


To tamper with a metallic coinage of this description, amount- 
ing, it is believed, to two or three hundred millions sterling, would 
be a most formidable undertaking, and could only be justified, in 
our opinion, by the most urgent and extreme necessity. India 
having got a sound money, why run the risk of changes which 
may affect its soundness? Some doubt may, at least, be felt as to 
the alleged losses being sufficient excuse for such changes. The 
loss by exchange to the Indian community as a whole, except in so 
far as gold may have appreciated, is plainly only one of account. 
The tribute they pay to England is really paid in tea, cotton and 
other goods, the value of which is determined by the gold price 
they realize in the markets to which they are exported. Whether 
Indian money is silver or gold is of no consequence. If the Gov- 
ernment loses on the face of its accounts because it receives its 
revenue in silver, this only means that the Indian community has 
so much less nominal taxation than it would otherwise have. The 
way to rectify the balance is to increase the nominal taxation, 
which may be a difficult thing to do at once, but may as well be 
done directly in the end as indirectly by the suggested appreciation 
of the rupee, which would come to the same thing. There is also 
a presumption against changes of the kind suggested in the fact that 
it would probably tend to increase the appreciation of gold, and so 
aggravate the real burdens on the people of India. If India is to 
have a gold standard, there would in the future be a certain 
demand from India for gold, even if the present rupee circulation 
continues as a token currency, and a much greater demand if any 
part of that circulation has to be withdrawn. A/ready the annual sup- 
ply from the mines is scanty enough, and gold is appreciating; but 
with this new demand added the supply would be still scantzer and the 
appreciation of gold all the greater. It would be still more difficult 
for India, therefore, to obtain the gold with which to discharge its 
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foreign indebtedness. It would have to export more cotton and 
other articles, and this increase of the real burden would be felt 
somehow, although the loss in the Government accounts might be 
concealed by the real increase of its revenues which it had obtained 
through a silent appreciation of the standard. 

There are the most ample reasons, therefore, for counseling the 
Indian Government to be chary of any schemes for finding a short 
cut out of the financial difficulties which the depreciation of silver 
produces. These difficulties, after all, are more superficial than 
real, and are as nothing to the probable and possible mischiefs 
which may arise from mistakes in altering the monetary system 
of India. If additional reasons were required, they might be found 
in the individual interests of many of the advisers, official or vol- 
unteered, of the Government itself. The personal interest of Anglo- 
Indian officials in an appreciation of the rupee is palpable, and it 
is only natural that they should exaggerate an evil which comes 
home to them so closely. But others among the probable advisers 
of the Indian Government have even stronger interests involved, 
though not of so obvious a kind. The bankers and chief mer- 
chants in the trade with the East would all be enriched by a rise 
of the exchange. The assets of Anglo-Indian banks invested in 
the East would gradually rise in value from about Is. 8d. to 2s. per 
rupee. It may be quite true that the rise would not be shown in 
the accounts of all these banks very much, for by some of them 
only the assets which are brought home are valued at the exchange 
of the day. But the rise would be felt all the same, and would 
give a new sense of wealth and security to bankers and others who 
have drawn money from home, by deposit or otherwise, for invest- 
ment in India. Just as they gained by the exchange during the 
cotton famine, when silver rose to 62d¢., so now they would gain by 
an advance of the rupee from its present low point. But the gain 
of merchants and bankers in the Indian trade, as of Indian officials 
themselves, would not be the same thing as the gain of the Indian 


people. 


BRITISH SAVINGS BANKs.—According to a Parliamentary return 
just printed, the number of “o/d” Savings banks in Great Britain 
and Ireland, as distinguished from the new P. O. Savings banks, is 
458; the amount deposited is £ 44,238,686, and the number of 
depositors 1,508,347. As compared with the last annual return, the 
aggregate of deposits has increased £954,986, and the number of 
depositors has increased 16,446. The annual interest allowed on 
£100 is £2 19s. 5d., or a minute fraction less than three per cent. 
whereas only 2% per cent. is allowed on deposits in the P. O. banks. 
All the money deposited in these banks is required to be invested 
in Government funds, and is therefore regarded by the British pub- 
lic as entirely safe. These returns indicate either that savings have 
not as yet been much drawn upon in consequence of the depression 
in British trade and industry, or that, if such drafts have occurred, 
more than an equal amount of deposits has been made in conse- 
quence of a distrust of other investments. 
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OF THE TRUE AND FALSE IN MONEY AND BANKING. 


Two elements determine the value of money, as the true 
measure of price; one is the volume of currency, estimated 
in gold, in relation to the quantity of circulating capital ; 
the other is the rapidity of circulation. Obviously, if money 
does not circulate it has no effect upon prices; and it has 
more or less effect as the circulation is more or less rapid. 
To the average trader it is all the same whether he receives 
twice as much money for his sales in a given time because 
the volume of currency is doubled, or because the rapidity of 
its circulation is doubled. He has no occasion to know why 
the money comes; all he cares to know is that he gets it. 
Keeping a certain quantity of goods on hand all the time, 
by buying and selling, he will discover the varying propor- 
tion of his money to his goods and raise his prices the same 
in the one case as in the other. On the other hand he will 
reduce his prices the same, when he finds but half as much 
money offered, whether because of a contraction of the cur- 
rency or because of a contraction of its circulation. 

The rapidity of circulation is a somewhat awkward phrase, 
but it is the best that political economy affords to express 
the idea, and it is perfectly intelligible to any one who 
desires to understand it. It explains significantly the present 
condition of money and trade. A contraction, not of the 
currency, but of the rapidity of its circulation, has raised the 
value of money in the fall of prices almost to the specie 
level; it has crippled trade, sunk assets, ruined debtors, 
destroyed enterprises, thrown labor out of employment, and 
caused wide-spread misery in society. But it is a cause 
within a cause; it is itself a consequence of inflation with 
false money, and only the pain of getting sober after the 
pleasure of getting drunk. It is but the revolt of commerce 
against the violation of its laws. Commerce requires money, 
the commodity, the product of labor, as the equivalent of 
other commodities, and we feed the money channel with 
debt, the equivalent of nothing, and the very opposite of 
money. Commerce depends upon capital, and we expel 
capital to substitute embarrassment, and force the exchanges 
of commodities through a ramification of debt and credit as 
utterly needless as a fifth wheel to a coach. Were the cur- 
rency money it would be borrowed, as capital, for trade as 
for any other enterprise, legitimately when needed, and buy- 
ing and selling would be for cash on delivery of the goods, 
almost without exception. Ten thousand dollars thus bor- 
rowed and employed would support a business of $100,000 
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a year in the sale of goods, on an average, with ordinary 
enterprise and industry, and require no indebtedness beyond 
the $10,000. Whereas the same amount of business, under 
our discount system of making currency requires the trader 
on borrowed capital to owe $50,000, and have $50,000 owing 
to him, besides his profits, which, if he makes any, are 
almost sure to be unrealized for a long time among lag- 
ging and more or less doubtful receivable debts. Moreover 
he will involve, and be involved with, his friends in the 
indorsement of discounted paper for probably twerty or 
thirty thousand dollars on each side at a moderate estimate. 
And the business of the country, in the aggregate, will be so 
much the less as there is less capital to do it with in the 
absence of money. 

Instead of permitting money to remain in the country, or 
flow in from other countries, maintaining its normal value 
by non-interference, and exporting merchandise, we degrade 
its value by interference, and export it under such degrada- 
tion, by paying our own false prices for foreign goods, in 
absolute loss. Instead of using it as the common equivalent 
to buy and sell for cash, we entangle ourselves in debt, 
which, being organized into currency by discounting, occu- 
pies and obstructs the money channel, and drives the money 
out. And this we call the “Credit System.” It is a misera- 
ble fallacy; more properly, it is the counterfeit system. 
Money is the product of labor, never of credit. Credit bor- 
rows capital legitimately, not by producing currency; when 
it produces currency it produces false money and is but 
legalized counterfeiting. Money is naturally in_ repletion; 
by no possibility can it be sent out or kept out of the coun- 
try, till it is in natural excess, but by adulterating it in the 
currency with false money, so as to make it cheaper than 
merchandise. 

The French economists and bankers understand this, and 
France has a paper currency issued against, and covered with, 
specie, but no “paper money.” Napoleon the First under- 
stood it. On his return to Paris from Austerlitz, “he drove 
directly to the Tuileries,”, says Abbot, “and ascended the 
stairs, with hasty strides, to his cabinet. Without undressing, 
or even throwing himself upon a couch for a moment of 
repose, he sent for the Minister of Finance. The whole of 
the remainder of the night was spent in a rigid examination 
of the state of the Bank of France. The eagle eye of the 
Emperor immediately penetrated the confusion in which its 
concerns were involved. Writing from the camp of Boulogne, 
in the midst of all the distractions of the march to Ulm and 
Austerlitz, Napoleon had thus addressed his Minister of 
Finance : 

“*The paper of the bank is issued in many, perhaps a 
majority of the cases, not on real capital, but on a delusive 
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supposition of wealth. In one word, in discounting in this 
manner the bank is coining false money. So clearly do I see 
the danger of such a course, that, if necessary, I would stop 
the pay of my soldiers rather than persevere in it.’” 

The Bank of France no longer “coins false money;” it no 
longer discounts an evidence of debt out of itself, and there- 
fore does not increase the currency, the notes it issues being 
merely instruments to circulate the pre-existing currency of 
specie in its vaults, or credits and vouchers unused for money 
absolutely and honestly borrowed and lent. It is immaterial 
whether a bank issues notes or inscribes credits in its books 
for its demand debt. The notes are but items of an account 
current in principle, the same as the book credits. Debit a 
bank to the value loaned on its note when the same is re- 
ceived, and credit the bank by the value received when the 
note is disposed of, and you demonstrate the principle of an 
account current; but there is nothing of the nature of money 
in it. You simply lend to the bank for nothing the value of 
the capital you dispose of for the note; it may be dry goods 
or groceries or any sort of commodity or labor. The note 
has nothing to do with money, it does not represent money, 
unless it is covered with money held in reserve against it; in 
which case it serves as a certificate to circulate the ownership 
of the money so held, as a storage certificate serves to circu- 
late the ownership of merchandise. If there is no money 
received and held, in the one case, or merchandise in the 
other, the respective certificates or promises are equally false. 

The French have a habit of hoarding, and they hoard bank 
notes as well as specie. A commercial bank is not required 
or expected to cover its liabilities for borrowed money with 
specie, any more than a Savings bank. Such liabilities are not 
current deposits; they are invested by their owners and earning 
interest ; there is no principle or effect of currency in them ; 
of course they do not affect the value of money or general 
prices. But the deposits in daily use, offered in market as 
merchandize in store is offered, and liable to be drawn upon 
as freely as the gold in one’s counting-house safe, are cur- 
rent deposts ; they constitute, usually, the chief item of run- 
ning cash in the accounts of merchants and men of business; 
they are potentially currency, and if they are not money 
actually in the bank vaults they are a swindle. The true 
theory of such deposits is safe-keeping; they are not lent to 
the bank nor borrowed by it on any honest principle; and 
they cannot be lent by it without inflating and debasing the 
currency, or, in the words of Napoleon, “coining false 
money.” This evil principle the Bank of France avoids, but 
the commercial banks of England, and of Europe and 
America, in general, do not. Here in the United States it is 
the one great temptation to the establishment of banks; it is 
the very principle on which banking is supposed to depend 


’ 
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for its profit and its existence, and, in the long run, it is the 
ruin of the business. It is ignorantly and generally believed 
here that without this paradox of holding while lending— 
having your cake and eating it too, in the bank deposit, 
there would be no such business as banking. It is owing to 
this principle that Germany has been financially ruined, 
almost, by receiving the war indemnity of $ 1,100,000,000 
which France paid without feeling it. Germany used this 
money to increase the capital of her old banks, and more 
than double their numbers in chartering new ones, and the 
false money they produced was used, as such money always 
is used, in creating debt, and in promoting extravagant enter- 
prises and wild adventures, that have fallen to ruin. And 
England is suffering cruelly from the operation of this prin- 
ciple to-day. 

The Bank of France, including the branches, held on the 14th 
November, in coin and bullion, $ 400,000,000; a sum undoubt- 
edly exceeding its liabilities for the running cash of its credi- 
itors, such being all that come within the category of cur- 
rency. Every thing it owes, beyond this, is for capital bor- 
rowed in the pre-existing currency, on the principle of a 
Savings bank, to be loaned out without the ridiculous theory 
of cash on hand to be checked upon at sight, when there is 
no such cash in existence. Hence, as the bank does nothing 
to increase the currency, it does nothing to degrade money 
and drive it away; so that France maintains a metallic 
system as pure as if there were not a bank in the nation. 
No one estimates the specie in France at less than 
$ 1,300,000,000 ; some place it as high as $1,600,000,000. She 
suffers more or less, as every commercial nation must suffer, 
from the perturbations of commerce and financial mismanage- 
ment elsewhere; but her trade is better conducted, more 
equal and reliable, and less disturbed by defalcations and 
bankruptcies, than that of any other nation outside of Asia. 
One would think, at times, that her bad politics would ruin 
her ; but her sound money system outlasts her kingdom, her 
rotten empire, the crazy commune, and all the wild fancies 
of the most unpractical and fanatical set of politicians that 
ever tampered with human government. To-day, if her gov- 
ernment should ask for a loan, the requirement would be 
promptly and far exceeded in offerings of capital by her own 
people. 

I commend to our banks, and our Government, the exam- 
ple of the Bank of France, with its devotion to the true 
principle of banking, in avoiding the making of deposits or 
currency by discounting; in other words the making of false 
money. Cuares H. Carrot. 

WeEsT NEWTON, Mass., December roth, 1878. 





TUNIS AND EGYPT IN BANKRUPTCY 


TUNIS AND EGYPT IN THE HANDS OF RECEIVERS. 


It is not the duty of the people of the United States to 
right all the wrongs in the world. Neither the philosophy 
nor the temper of modern times favor crusades or expedi- 
tions of knight-errantry. The age of chivalry in that sense 
was gone, long before Burke lamented its departure. But 
acts of injustice inflicted upon even distant peoples, cannot 
be indifferent except to those who feel no interest in the con- 
dition of the human race, and the opinion of the United 
States may possibly do something towards restraining such 
acts within narrower bounds. 

Tunis, which lies on the Mediterranean, east of and adjoin- 
ing the Franco-Algerian province of Constantine, has an area 
(including a part of the Sahara desert) of 42,000 square 
miles, or a little less than that of the State of New York. 
In ancient times, when it was one of the granaries of Rome, 
its population was dense, but is now estimated at only 
1,500,000, consisting most largely of Bedouin-Arabs and 
Kabyles. It has neither wealth nor arts, and its commerce is 
in that condition which is praised by British writers as the 
happiest for all the world except England, viz., the exchange 
of raw products, notably wheat and esparto grass, for cotton 
cloths, and other foreign manufactures. From .the nature of 
the civilization, such as it is, of the country, the statistics of 
it are meager, and there is probably very little in the country 
to be the subject matter of statistics, unless it is population, 
and of that there was never anything like an actual enumer- 
ation. The amount of the public revenue, the sources of it, 
and the purposes to which it is applied, constitute a remark- 
able exception. Here we have exactitude to a_ shilling, 
according to the most rigorous rules of fiscal management 
known in the practice of the most advanced States. 

For the Tunisian fiscal year 1874-5, the latest reported by 
accessible authorities, the figures were as follows: 


REVENUE, 
Customs duties on exports & 117,623 
“ ” NN is sk ctidonccecvdesicnscadedeeseeesodcic 17,557 
Taxes and tithes on olive trees : 35459 
Tobacco and salt monopolies 18,173 
Miscellaneous receipts, including stamp duties...............000 84,481 


4 273,292 


EXPENDITURE, 


Cost of General Administration £ 6,053 
Interest and management of public debt 223,105 
Payment of arrear coupons of the debt 22,716 


£ 251,861 
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The proportion between the sum applied to government 
uses and the sum applied to the use and behoof of the for- 
tunate owners of the public debt is the Falstaffian propor- 
tion of a half-pennyworth of bread to an intolerable deal of 
sack. 

The explanation of the matter is, that since 1869 Tunis 
has been in the hands of foreign receivers, who care very 
little about the administration of the country beyond collect- 
ing revenues and paying them over to the parties for whose 
account and benefit the receivership was instituted. About 
the same date, 1856, when Turkey was first initiated by the 
London and Paris fund-mongers into the art and mystery of 
creating a National debt, Tunis was also taken in hand, and 
with so much vigor, that by 1868, the lenders of money to 
Tunis had paper vouchers for the fact that its permanent 
debts were £ 7,280,000, to say nothing of an unknown 
amount of floating debts. Those who have read the accounts 
of the way things have been managed at Alexandria, Cairo, 
and Constantinople, between sharpers on one side and needy 
and careless official borrowers on the other, will have little 
difficulty in supposing that the cash actually received by 
Tunis bears about the same proportion to the ¥£ 7,280,000, 
figured up in 1868 as the amount of the Tunisian debt, that 
the public revenue, now applied to the public service, bears to 
the total amount collected. The general outline of the 
methods used with the Egyptians and the Turks, was to sell 
stocks to the public at a round discount, and take the pro- 
ceeds partly in cash, but largely in evidences of floating 
debt, which had been accumulating at an interest of from 
two to five per cent. per month, and to divide the cash 
received, in some unreported proportion, between the borrow- 
ing governments and the manipulating bankers and financial 
go-betweens. It was doubtless by such methods, and similar 
ones, that in 1868, in addition to floating debts, a permanent 
debt of £ 7,280,000, or thirty-five million dollars, was figured 
up against Tunis. Nobody will believe for a moment that 
cash approximating to that amount was ever furnished to the 
government of Tunis by the holders of its securities, or that 
the actual cash furnished could have been swollen to any 
such figure by any rate of interest known outside of pawn- 
broking establishments. 

Tunis made default, as was to be expected, on a debt 
which was doubtless in the main an aggregation of fraudu- 
lent claims, and whieh, however that might be, was enor- 
mously disproportioned to its ability to pay. Thereupon, in 
1868-9, the governments of England and France, acting in 
the interest of the English and the French financial classes, 
whose influence is paramount in London and Paris, proceeded 
to make what are diplomatically called “reclamations,” it 
being understood that “ reclamations” when used by strong 
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powers against a weak one, mean threats, backed by the 
proper display of force. The outcome was, that Tunis, with 
all its Bedouin-Arabs, Kabyles and olive trees, passed into 
the hands of receivers, called an International Finance Com- 
mission, and there it is likely to remain for tbe present. 

This Finance Commission is divided into two sections. The 
first is called the Administrative section, and is composed of a 
French Inspector, the Tunis Prime Minister, and some other 
Tunisian functionary. The second is called the Section of 
Control, and consists of six delegates elected by the English, 
French and Italian creditors. It is prudently stipulated that 
without the consent of the Section of Control, in which 
Tunis is not represented at all, nothing shall be done which 
can in any way affect the public revenue, or the interests of 
the creditors in whose behalf the receivership was instituted. 
The foreigners who are members of the Finance Commission 
receive annual salaries ranging from $1,200 to $ 2,400, and in 
addition, control a convenient contingent fund of $30,000, 
out of which something more than $10,000 is allowed as 
bankers’ commissions on the payment of coupons. 

As will be seen, while the “reclamations” were made by 
England and France, whose money-dealers probably enjoy 
the greater part of the spoils, it was deemed expedient to 
admit Italians into the Finance Commission. That conces- 
sion was needed in order to allay Italian sensitiveness in 
respect to the establishment in a country so near to Italy of 
a receivership, which is only another name for subjugation. 

The Finance Commission concluded to fix the debt of 
Tunis at £5,000,000, or $25,000,000, and the interest of it 
at five per cent., it being doubtless concluded that no more 
could be extracted out of the olive trees and the limited 
commerce of such a country as Tunis. When the Turks recon- 
quered Crete a few years ago, they are reported to have cut 
down the olive trees in their barbaric rage. The more poli- 
tic humanity of Christain civilization carefully preserves what 
yields not only fruit and oil, but tithes and taxes. 

The capacity of Egypt to pay is magnificent, and presented 
a much more tempting prize to the cupidity of the money 
lenders and bond-dealers of western Europe. Instead of 
Bedouins, Kabyles and olive trees, it offers the inexhaustible 
fertility of the Nile, and in the lower valley of that river, 
or Egypt proper, a population of more than five millions, 
accustomed to high taxes and the bastinado, and broken to 
industry and self-denial by immemorial habits and traditions. 
The loans (so-called) to Egypt commenced after the 
Crimean war which made the English and French influence 
paramount throughout the Turkish dominions, and with which 
dates the commencement of the Turkish debt. Alexandria 
and Cairo swarm with the representatives of English, French 
and Italian banking houses, and the progress of cashing the 
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Khedive’s floating due bills at from two to five per cent. 
per month was so rapid, that the point of “reclamations” 
was fully reached in 1875. In that year, the British Gov- 
ernment dispatched the Right Hon. Stephen Cave, for the 
purpose, as the British writers express it, of “assisting the 
Khedive to establish an equilibrium in the finances of the 
country.” The next merit to that of doing things hand- 
somely is the merit of expressing them handsomely, and 
what can be more attractive than the idea of an equilibrium 
in finances ? 

Mr. Cave reported the Egyptian revenue to be £ 10,689,070, 
the charges of administration (exclusive of interest) to be 
between five and six millions sterling, the debts (including 
the personal debts of the Khedive) to be from eighty-six 
to ninety-one millions sterling, and that, as the result of the 
whole, the “eguilibrium” could not be restored without reduc- 
ing either the charges of administration, or the interest 
account, or both. 

In the following year, Mr. Goschen and M. Joubert, des- 
ignated respectively by the English and French Govern- 
ments, and representing the English and French creditors 
(so-called ), reported the Egyptian revenue to be ¥£ 10,922,000, 
and that the much desired “equilibrium” could be obtained 
by a complete separation of the public debts of the country 
from the Khedive’s personal debts which were secured on his 
private property (called the Daira property), and by the 
consolidation and reduction of certain bonded public debts 
into a new stock to be called the “‘ Unified Debt.” After that 
operation was performed, the total of the permanent public 
bonded debt was stated to be £ 78,283,820, bearing an inter- 
est of six per cent. But this did not include either the 
Khedive’s personal debts, then estimated at £ 13,194,360, or 
the floating debt, the then dimensions of which were not 
exactly known, but which were supposed to have reached in 
September, 1877, the figure of £ 15,000,000, under the Cairo 
and Alexandria interest rates of from two to five per cent. 
per month. 

Under the arrangement insisted upon by Mr. Goschen and 
M. Joubert, as the representatives of the English and French 
Governments, and agreed to by the Khedive in November, 
1876, the control both of the debt of Egypt, and of its gen- 
eral revenue and expenditures, was passed over to a finan- 
cial commission consisting chiefly of Europeans. There is, 
among other machinery, a permanent “Commission of the 
Public Debt,” into whose hands certain revenues, pledged to 
pay the interest on it, are directly paid. 

Everything so far seemed complete for the transfer to the 
associated fund-mongers of western Europe of the net pro- 
ceeds of the Egyptian taxes, that is to say, of the gross 
taxes, less whatever may be allotted for the service of the 
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Government of the country. These taxes are upon a liberal 
scale, about $10 fer capita, if we assume, as we may, that 
they are extracted principally from the inhabitants of Egypt 
proper, or from Lower Egypt as it is otherwise called. Under 
the highest tax figures in this country at and immediately 
after the close of the civil war, no such fer capita revenue was 
attained, allowing for the difference between the paper money 
in which our internal duties were collected, and the hard 
money in which Egyptian taxes were and are paid. 

The arrangement of 1876 still left to the Khedive the con- 
trol of his immense private estates. In a certain sense, they 
were encumbered. He owed debts quite equal to their full 
value, and some of these debts were in the shape of bonds, 
called the “Daira bonds,” which had a lien, so far as spe- 
cific agreements could give such a lien, upon the Khedive’s 
real estate. But the agreements, general or specific, of abso- 
lute sovereigns, who rule after the Eastern fashion, are not 
the kind of security satisfactory to European money dealers, 
although it may be tolerated where the business done is the 
cashing of floating debt due-bills at a monthly interest of 
from two to five per cent. The Goschen-Joubert arrange- 
ment of November, 1876, had shown them the possibility of 
getting better security, and after two years of manipulation, 
the exact nature of which may never be known, they have 
succeeded in obtaining it. 

On the 1st of November, 1878, the Messrs. Rothschild 
signed a contract with an English gentleman, Rivers Wilson, 
who is at the head of the Treasury of Egypt since the 
English and French financial subjugation of that country. 
This contract was for putting on the market a gold loan for 
£ 8,500,000, secured on so much of the private property of 
the Khedive of Egypt, commonly called the Daira property, 
as he had been compelled by foreign pressure to give up. 

On the 2d of November, the London LZconomist gave the 
following account of the transaction: 

It would appear that there has been some delay in obtaining a 
recognition from the English and French Governments that the 
revenues derived from the 425,000 feddans of land (the feddan is 
about an acre) appropriated as security should be received by the 
bondholders’ representatives, and it is reported that some sort of 
guarantee to this effect has now been forthcoming. The revenues, 
even under the present faulty administration, are in excess of the 
amount required for the service of the loan, and, under the control 
of the Anglo-French trustees, are expected to yield much more 
largely. The proceeds are to be devoted to paying off floating debts, 
to the coupon due to-day, etc. 

The guarantee obtained was the designation by the Gov- 
ernments of England and France of two of the three com- 
missioners, or trustees, to take charge of the property, but 
it is probable that the thing mainly aimed at in that, was 
not security for the good management of the property, but 
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security for the possession and enjoyment of it against any 
interference of the Khedive, who will not venture to involve 
himself in a quarrel with the representatives of two of the 
greatest powers of Europe. 

It appears from a dispatch to Lord Salisbury, of the Brit- 
ish Foreign Office, dated October 18, from Lord Lyons, 
British Minister at Paris, that he was approached on that 
day by M. Waddington, the French Minister of Foreign 
Affairs. Acccording to Lord Lyons— 


M. Waddington attached very great importance to securing the 
co-operation of the French and English houses of Rothschild in 
placing the finances of Egypt on a sound and satisfactory footing. 
He went on to say that Baron Alphonse, the head of the Paris 
house, had insisted on the necessity of some countenance and sup- 
port being given to the arrangements in regard to the Daira bonds. 

M. Waddington’s proposition was as follows : 

That the Frenchman and Englishman who are on the Board of 
Management of the Daira bonds shall be nominated by the two 
Governments, and these two nominees shall manage the estates with 
an Egyptian, collect and remit the rents to the Rothschilds. 

On the 24th of October, Lord Salisbury in behalf of the 
British Cabinet, accepted this proposal in the following lan- 
guage: 

They undertake the proposed nomination in order to furnish to the 
holders of the loan a security, that the person nominated shall not 
be divested of his functions without their previous assent. 

This pledge from the Governments of England and France 
to maintain the English and French trustees in their places, 
was security enough to enable the stock to be put on the 
market at seventy-three. How much of the proceeds was 
retained by the Rothschilds for negotiating it does not 
appear, and probably never will, but such eminent negotiators 
never charge small commissions. And what is more import- 
ant, it is not fully shown what became of the proceeds after 
the negotiators were paid. It is only certain that neither the 
Khedive nor Egypt got any part of it. It was applied to 
various debts of both, designated at the will of the manipu- 
lators, and of course to such particular debts as they were 
the largest owners of. Among others, the holders of a past 
due coupon of the Unified Debt were made happy by pay- 
ment, but not, we will venture to say, until the great mass 
of those coupons had passed at a round discount into the 
right hands. 

The annual revenue of the surrendered property was stated 
by the Khedive at £ 422,426, but it is said that under good 
management, this can be increased to £ 700,000, which would 
furnish the £ 425,000 needed for the interest of the debt, 
and leave something considerable, either to sink the princi- 
pal, or to provide salaries, commissions and _ contingent 
expenses for the managers, including, if the example of Tunis 
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is followed, dignified commissions to bankers for paying 
coupons. 

The net result of the whole is, that everything in Egypt 
has gone to the fund-mongers, tithes, taxes, customs and 
lands. The revenues are to be enjoyed in London and Paris, 
and nothing is left for the inhabitants except the bastinado. 

The basis for European receivership, in the existence of 
fraudulently exaggerated debts, is no greater in the cases of 
Tunis and Egypt than it is in the islands and continent of 
America. The only reason which has prevented their estab- 
lishment in America is the fact that the United States will 
not tolerate European subjugation on this side of the Atlan- 
tic, whether it is called a Financial Commission, or Receiver- 
ship, or whatever other name may be given to it. What was 
attempted in Mexico, during the temporary disablement of 
this country during the civil war, shows well enough what 
would be the fate of the Central and South-American States, 
which have been entrapped by the arts of London and Paris 
fund-mongers, if no such power as the United States existed. 

San Domingo has a foreign debt of £757,700, negotiated 
at eighty on the London Stock Exchange, in 1869. It is 
true that in the report (1875) of an English committee on 
Foreign Debts, it was shown that San Domingo did not 
receive at the outside more than £ 50,000 of the money, and 
that the remainder was divided among London sharpers. 
Hayti, which had an outlawed debt to France, dating as far 
back as 1825, of £ 1,281,994, was taken in hand in 1875 by 
Marcuard & Co., of Paris, who disposed of Haytian stocks 
in that market at unknown rates to the amount of £ 3,338,120, 
the avowed purposes being to adjust the old debt of 1825, 
and to obtain means for two lines of railways. All we know 
is, that no single dollar has been expended on any railway 
line, but until the French appoint a Committee on Foreign 
Debts, we may never know how much money, if any, Hayti 
received out of the operation. Peru has a debt held in 
Europe of £ 40,900,000, with some arrears of interest, nomi- 
nally salable to-day at eleven or twelve cents on the dollar 
(see London Zconomist of November 2, 1873), and that is 
probably a higher rate than Peru ever received for it. From 
Mexico, whose debt to Europe was figured at 4 63,471,450 as 
far back as 1865, running down through the Central-American 
and South-American States to Chili, we see public debts held 
in Europe, swollen by fraud and usury to impossible pro- 
portions, and we should see European receiverships if this 
country would permit them. The excuse and the temptation 
are the same as on the Mediterranean. Peru, with its fabu- 
lous beds of nitrate of soda, mountains of silver and deposits 
of guano, is as inviting a field for an International Finance 
Commission as the Delta of the Nile. The fund-mongers of 
western Europe, with one or two frigates lying conveniently 
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off Callao, could coin money quite as abundantly in Peru out 
of the labor of Chinese coolies worked under the lash, as in 
Egypt from the labor of fellahs worked under the bastinado. 

Great Britain, by the debt and funding system into which 
it entices its Canadian, Australian and African colonies, and 
which it imposes by the vs-major of military domination upon 
India, draws to itself the revenues of no small part of the 
globe. China has been repeatedly threatened with British and 
French subjugation, and its best defense against it to-day is 
not its own strength, but the fact that the United States has 
now a Pacific as well as Atlantic front, and is very little 
likely to be passive if any more of Asia is attempted to be 
brought under European domination to the injury of Ameri- 
can commerce. 

On the Mediterranean, we can have no motive for inter- 
ference, and can only be observers of what passes. The indi- 
cations are that success in Tunis and Egypt, instead of gorg- 
ing, has only whetted the appetite of the financiers of West- 
ern Europe. The Paris correspondent of the London Statist 
says: 

It is evident that something must be done for the Turks, 
and what would be the least expensive way of acting is just 
the mode which was applied in the Egyptian case. Speczal zncome 
must be set apart under the control of European delegates, and the 
creditors must find in enhanced security a compensation for reduced 
interest. At least, this seems to us the only way of coping with 
the financial embarrassments of the Ottoman Government. 


Gro. M. WEstTon. 


MR. BUCKNER ON FIAT MONEY. 


Among the financial measures advocated by recent State 
platforms, that of the Democratic party of Missouri demands 
that treasury notes shall be substituted for the present 
amount of National bank notes, and it also demands that 
the quality of legal-tender shall be given to such substi- 
tuted treasury notes to the same extent as it is now enjoyed 
by the treasury notes which are already in existence. An 
able letter in opposition to this last demand has been pub- 
lished by Judge Buckner, of Missouri, who is the Chairman 
of the Committee of the U. S. House of Representatives on 
Banking and Currency. He goes even farther, and denies 
that it was constitutionally competent for Congress to give 
the legal-tender quality to the treasury notes issued during 
the civil war. 

Mr. Buckner takes the positions of Daniel Webster and 
Albert Gallatin, that the entire jurisdiction in respect to 
contracts and legal tenders belongs to the States ; that Con- 
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gress has no power to intermeddle at all with it; and that 
the exercise of the jurisdiction of the States is controlled by 
the prohibition that they shall make nothing but gold and 
silver coin a tender in payment of debts. He says :— 


There is no power, either in the State or the general governments, 
to make anything but gold and silver coin a legal tender, and with 
the exception of the legal-tender acts passed during the rebellion, 
and the subsequent adjudication in 12 Wallace’s United States 
Reports, by five to four of the Judges of the Supreme Court, there 
is one unbroken line of authority against the exercise of such 
power. 


Holding these opinions, Judge Buckner supported the law 
of last session, directing that the coinage of the silver dollar 
should be resumed. 

His exposures of the fallacies of the fat money scheme is 
clear and vigorous, and will have the more weight as com- 
ing from the extreme West. He says :— 


On the supposition that the opinion of the majority of the 
Supreme Court applied to the issue of Treasury notes in peace as 
well as in war, and not exclusively to ‘‘seasons of exigency,” it has 
been urged that the stringency of the times and the universal 
depression of the industrial interests of the country would present a 
like exigency to justify an emission of legal tenders. I am not of 
those who believe that either the wants of the Government or the 
depression of business are measures of the powers of this Govern- 
ment. But, aside from this, the proposition assumes that the func- 
tion of legal tender gives the promissory notes of the Government 
a value which they would not otherwise have. This appears to me 
an error, and one which our own history has demonstrated beyond 
cavil. The legal-tender, when first issued, stood at the value, and 
no higher, of the notes of the solvent suspended banks of the 
States. At no time have they been more valuable than the notes of 
the National banks—which have no legal-tender quality. During 
our Revolutionary conflict not only was the Continental money, both 
of the Confederation and of the States, made a legal tender, but 
stringent penalties and heavy fines were superadded to prevent their 
depreciation, and all to no purpose. Limitation of the amount of 
Treasury notes, connected with receivability for Government dues, 
and exchangeability for Government bonds, offer a far better guar- 
antee against depreciation than the attribute of legal tender. In 
truth, a circulation that is forced upon the people without their con- 
sent, amounts to a proclamation of bankruptcy on the part of the 
Government. Being a debt from the Government to the people, it 
is a confession that the credit of the Government has reached a 
point when it cannot borrow money at a fair rate of interest, and is 
forced to take it from the people without their consent, without 
interest. If the entire field of circulation is occupied by the Treas- 
ury notes, to the exclusion of State and National bank paper, and 
the volume of paper circulation is not in excess of the legitimate 
demands of business, no necessity can exist for endowing these 
notes with legal-tender quality; nor need there be any apprehen- 
sions that the currency, which will discharge all dues to the gen- 
eral Government, will be refused by the State and corporations in 
payment of local taxation, or by individuals in payment of debts. 


34 
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Aside from its obvious want of constitutional warrant, the legal- 
tender theory has served the bad purpose of giving countenance to 
the pernicious heresy of “absolute” or “fiat money,” and the absurd 
proposition that it is the stamp of the Government that alone makes 
money. For it needs no argument to show that if Congress has the 
power to invest the promissory note of the Government with the 
attributes of money, it is a power without any limitation, and it 
may as well fabricate money out of the paper on which the note is 
engraved, or out of any other material, however valueless. In aban- 
doning the firm and safe ground of the Constitution, we necessarily 
rush into the quicksands of absolute money, repudiation, and 
national and individual bankruptcy. 


SEE Unn Ennead al aie anERE 


RESUMPTION AND REGULATION OF CURRENCY. 


Resumption means, of course, that paper money is to be 
made convertible at will into coin; and that means that the 
United States henceforth submits its currency to the regula- 
tion of the laws of international trade. For a convertible 
currency, like a purely metallic currency, is regulated, not 
arbitrarily, but by trade balances. The volume of such cur- 
rency any country can maintain is determined wholly by 
exports and imports. With trade in a normal condition, that 
is, when no obstruction to the free movement of money to 
or from a country exists, balances are made up by transfers 
of the precious metals. With trade in that condition a 
balance due to the United States of a million of dollars would 
be covered by an inflow of a million in coin or bullion; a 
balance of fifty million in a year would require the abstrac- 
tion of fifty millions of the precious metals from the curren- 
cies of other countries to be added to ours. The equilibrium 
of currencies and of prices would be thus naturally main- 
tained. Under such conditions of trade, if the paper part of 
a mixed currency be limited to such proportion of the whole 
as the people will choose, to have in paper, because of its 
greater convenience over coin, then convertibility is secured. 
But if the paper exceeds that proportion, so that the whole 
volume, coin and paper, is made excessive, as compared with 
the currencies of other countries, the excess will be first felt 
in prices, then in the exchanges, and through the exchanges 
be drawn down by the exportation of the metallic part, and 
convertibility will sooner or later fail; and if the metallic 
part consists of both metals, then that part of the metallic 
currency which has the highest value abroad will be first 
exported. In other words, no country can fill its channels of 
circulation with a volume of legal-tender paper, arbitrarily 
determined, and then have coin circulate with it. If the coin 
and paper together make up more than would naturally fall 
to such country in the course of its trade, then the excess, 





1879. ] RESUMPTION AND REGULATION OF CURRENCY. 523 


taken from the coin part, and from the undervalued part of 
the coin, will leave the country. 

But the natural course and regulation of the currency 
of a country, as here presumed, is based upon the supposi- 
tion that there are no barriers to the movement of the 
precious metals, any more than of commodities generally ; 
and that the replenishment of the stock of money of one 
country—not made directly from mines—is necessarily con- 
current with the depletion (comparatively) of the stock of 
other countries. Such was the state of trade in 1837, 1847 
and 1857; and this country then recovered from panic in 
that natural way, and in a comparatively short time. But is 
the trade of the world, and especially the trade of the United 
States, in that normal condition now? 

It is very easy to see that, with no barrier opposed to the 
movement of the precious metals, a balance of trade of 
$ 300,000,000 in a year in our favor would be utterly impos- 
sible. Imagine three hundred millions of coin taken from the 
metallic money of other countries and added to ours! Lon 
before one-half of this sum had been taken from the stock of 
money of the countries with which we trade and added to 
ours, prices would have risen here and fallen in such coun- 
tries, and the equilibrium have been thus restored. No more 
could England have a balance of six hundred millions against 
her unless offset by credits. What, then, is the real meaning 
of this large balance of trade in our favor, unattended with 
a natural replenishment our currency by an inflow of coin? 
The explanation is very plain. The countries with which we 
trade have something with which to make up balances besides 
gold and silver. They have coupons, and when these are 
exhausted they can have recourse to the bonds themselves ; 
and these they send us in the place of money. And just as 
long as these conditions exist, so long will a currency not be 
naturally regulated, and the maintenance of convertibility, 
that might be easy under normal conditions of trade, becomes 
well-nigh impossible. 

Is it true, then, it may be asked, that a debtor nation can 
not have its currency naturally regulated, or at least without 
being placed at great disadvantage with other countries? 
The whole problem of resumption may be said to lie in the 
answer to this question. The truth is, that while there are 
plenty of avenues open by which coin may leave the country, 
they are practically closed to the inflow of coin, if we owe 
debts or interest that may be returned to us by those with 
whom we trade, in settlement of balances, instead of making 
payment in money. A nation that is in debt to other coun- 
tries to which it sells commodities is like an individual who 
sells his products to one he owes; he pays debts, but does 
not get money.* The interest on debts held abroad is a con- 


*On this point Prof. Cairnes quotes some comments made by the New York Journal of 
Commerce, in October, 1873, respecting the increase in our exports and decrease in imports, 





524 THE BANKER’S MAGAZINE. [ January, 


stantly recurring demand, whatever the balance of trade may 
be; but when commodities here are cheap, then the bonds 
themselves come home in exchange for commodities. To be 
sure, we are paying debt, but we are paying it with commo- 
dities ruinously low, and lower than they would or could 
be if our currency were replenished by an inflow of coin 
equal to our trade balance, as it would be with international 
trade in a normal condition. Two million bales of cotton 
paid more debt five years ago than three million bales will 
pay now. 

But the question we are considering is not are we paying 
our debts, but can we safely submit our currency to the 
regulation of the laws of international trade with a debt 
abroad? Reasoning a friori, if the laws of monetary science 
can be relied upon at all, we can not. 

Then what does experience teach? What has been and 
what is now the experience of other countries ? 

The total coin held in Europe, taking a medium estimate, 
is about $ 3,300,000,000. Of this, eight States—England, Ger- 
many, France, Belgium, Holland, Switzerland, Denmark and 
Sweden—have $2,700,000,000. The total population of these 
States is 130,000,000. This gives a little over $20 fer capita. 
These States are all creditor nations, at least none of them 
owe debts to other countries. Nearly all have balances of 
trade against them, but this is more than made up by the 
interest they receive, or through profits on insurance or the 
carrying trade. 

The rest of Europe, with a population of 180,000,000, have, 
altogether, according to Mr. Seyd, not more than $ 600,000,000 
of coin, or little more than $ 3 fer capita. The nations com- 
prising this population are all debtor nations, and all have, 
practically, an inconvertible currency ; while Portugal, Spain, 
Turkey and Greece are unable even to meet the interest on 
their national debts. Russia has an inconvertible paper cir- 
culation of $800,000,000, Austria, $ 460,000,000, Italy, 
$ 240,000,000. These States have trade balances in their 
favor, but they do not get coin with which to keep up their 
currencies. Their balances are consumed in paying debt or 
interest on debt. 

Thus it appears that four-fifths of the coin of Europe is 
distributed among eight States containing but little more 
than forty per cent. of the whole population, while inconvert- 
ible paper makes up the deficiency in the other States. Sup- 
pose these large debtor States should undertake to accumu- 
with remarks, as follows: ‘The New York 3ournal of Commerce is jubilant at the prospect; 
declares that the tide of gold must flow toward America, and announces that the balance of 
trade being in our favor the ‘sovereigns of Great Britain must melt their pride in the cruci- 
bles of the American mint.” The New York Yournmal of Commerce is over hasty in its con- 
clusions. In its exultation it overlooks the circumstance that the favorable balance will be all 
too small to discharge the liabilities of the United States to Europe on account of interest 


and dividends on American securities held on this side. The sovereigns of Great Britain, 
therefore, will have no need to melt their pride in American crucibles for the present.’’ 
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late coin by loans, as we have done, and resume specic 
payments; that is, submit ¢kezr currencies to the regulation 
of international trade. What would be the result? Is there 
a statesman or economist in the world who would believe 
that as long as an excess of exports brought no coin, con- 
vertibility of their paper could be maintained, or that their 
currencies would be long naturally regulated? Victor Bonnet 
says: “There are countries which export more than they 
import, and are not enriched thereby: it is thus of Russia, 
Austria and Italy (and he might have included the United 
States). In each of these countries the exports generally 
exceed the imports, but in spite of this they cannot keep 
the exchanges in their favor, nor maintain the valne of their 
paper money. . . . It is owing to the fact that the excess 
of exports is devoted to the payment of interest on debts 
which they have contracted abroad. They receive nothing in 
exchange for exports of this character. Whenever they shall 
have paid off these debts, their exports will approach more 
nearly to their imports, and they will become richer.” Thus 
not only science, but the experience of all debtor countries, 
it would seem, proves that as long as favorable trade bal- 
ances are not responded to by an inflow of coin, so long the 
currency of a country will not be naturally regulated. 

The equivalency of a paper currency with the general cur- 
rency of the world may be secured by limitation of volume 
alone. But to maintain convertibility, as shown, involves quite 
different principles. 

The amount of debt held abroad becomes, en, a ques- 
tion of primary importance in connection with resumption. 

The President, in his St. Paul speech, gives from 800 to 
1,000 millions as the Treasury estimate of Government bonds 
held outside the United States in 1871, on which there was 
from $50,000,000 to $60,000,000 annual interest paid. He 
further estimates that only about one-sixth of the whole 
bonded debt, or about 300 millions, still remain abroad. 
The Secretary of the Treasury in his report, just out, reduces 
this estimate to 200 millions. How these conclusions are 
reached, or upon what data the estimates are based, are not 
given. 

To get the effective debt abroad that may influence our 
trade or our currency, there must be added to Government 
bonds, State and municipal bonds, railway stocks and bonds, 
real estate mortgages, etc. David A. Wells estimated the 
total debt abroad, in 1869, at $1.440,000,000, and the total 
interest actually paid at $80,000,000. Dr. Edward Young’s 
estimate for 1873, based upon various data, including exports 
and imports, for a series of years, was 1,200 millions. 

Authorities generally agree that Government bonds have 
not constituted more than about one-half of the entire for- 
eign holdings of our debt. But if the Government bonds 





526 THE BANKER’S MAGAZINE, { January, 


held outside of the United States in 1871 be taken at the 
minimum estimate of the President, or 800 millions, and all 
forms of other debt at only half that amount, or 400 mil- 
lions, we had a total- foreign debt of 1,200 millions that 
year, 

The balance of trade against us in 1872 and 1873, was 
something over $ 300,000,000. In 1874 and 1875, the exports 
and imports were so nearly equal (being about § 19,000,000 
one way in 1874 and $19,000,000 the other in 1875) that no 
account of balances need be taken for these years. 

If it be assumed that the interest on debt abroad from 
1872 to 1875, inclusive, was offset by exports of coin and bul- 
lion over imports—which averaged about $60,000,000 annually 

-(and which is but litthe more than the President’s esti- 
mate of foreign interest paid at this time on Government 
bonds alone) then this merchandise balance of $ 300,000,000 
against us for the years 1872 and 1873, must have been off- 
set by debt in some form, and if by stock or bonds, of any 
kind, at par, then our debt abroad was increased three 
hundred millions from 1871 to 1876, and if 1,200 millions in 
1871, it must have been about 1,500 millions at the begin- 
ning of 1876, which, though less by more than five hundred 
millions than Mr. Seyd’s estimate, and less than the estimate 
of Mr. Wells for 1869 would indicate, is more by one hund- 
red and fifty millions than the reduced estimate of Dr. Young 
for the same year. 

If we take the above estimate of 1,500 millions—based 
upon the official minimum estimate of foreign holdings 
of Government bonds in 1571, and the low estimate of 
half that amount of other debts—as our total debt abroad 
when trade turned in our favor in 1876, and relying, as we 
must, upon trade balances and coin and bullion exports since 
then for reduction by payment, it is impossible to show that 
any such liquidation has taken place, as many recent esti- 
mates would indicate. The balance of trade in our favor, 
beginning with the fiscal year of 1876, up to November 1, 
1878, has been $569,000,000. To this sum should be added 
the exports of coin and bullion over imports, which, for the 
same period, have been, in round numbers, $57,000,000, mak- 
ing a total excess of exports over imports, to November rst, 
1878, (including coin and bullion) of $ 626,000,000. 

If the whole annual interest on the foreign debt for the 
same years, actually paid, be taken, as before, at an average 


of $ 60,000,0cc0o—§ 20,000,000 less than the estimate of Mr. 
Wells for 187o—we have left for reduction of principal, as 
given for 1876, $ 446,000,000, which would still leave as our 
debt abroad, on the first day of November last, $ 1,05 4,000,000. 
Or, if we start with the reduced estimate of Dr. Young, of 
1,350 inillions for 1876, and make the same deduction for 
balances in our favor since, it leaves goo millions yet against 
us, 





1879. | RESUMPTION AND REGULATION OF CURRENCY, 527 


Considerable allowance, however, should doubtless be made 
for the debt that has been practically wiped out through 
failures (although the estimate of Dr. Young was made after 
the most of such losses had taken place), but otherwise 
minimum figures have been taken, and only the most care- 
ful and intelligent estimates made in previous years have 
been used. But after minimum estimates have been taken, 
and most liberal allowances made for loss through insolvency, 
by what reckoning our entire debt abroad at this time can 
be made less than from 800 to 1,000 millions,* or how the for- 
cign holdings of Government bonds—-if 800 to 1,000 millions 
in 1871—by any rational computation (even if the whole 
reduction of debt has been in these bonds) can be made 
less than from 350 to 550 millions now, is nowhere explained. 
Indeed, rational deduction from data heretofore accepted as 
reliable would indicate that higher rather than lower figures 
would be required to cover actual liabilities remaining against 
us in foreign countries, than are here given, 

It will be noted that in the above computations no account 
has been taken of coin spent in foreign countries by Ameri- 
can travelers, or paid to foreign insurance companies, or for 
freighés in foreign vessels; it is assumed, moreover, that 
Custom House figures show actva/ balances, which all know 
they do not.+ 

Are we not, then, starting to climb the hill of resumption 
half a generation before we have reached it? 

At any rate, the fact stands, that so long as this debt, or 
any considerable part of it, remains abroad, our currency will 
not, as in former times, be naturally regulated through inter- 
national trade. To what extent an artificial regulation may 
be kept up by the sale of bonds, or how far the production 
of our mines may be controlled and utilized for resumption 
purposes remains to be seen. A. J. WARNER. 

Marierra, Oulo, December 14, 1878. 

*Since writing the above the writer has been shown a careful estimate made up by Dr, 
Young for April last, giving as our debt abroad then--eight months ago-—-$975,000,000, which 


Dr. ¥« uny informs the writer he considers an under, rather than an over, estimate 


| Mr. Wells? estimate for these two items, in 186g, was $49,000,000. As our freights in for- 


eign bottoms have increased, and the expenditures of travelers not diminished, these items 


would be larger now, 


A Curious Dera in the business of the City of Glasgow Bank has been 
brought to light. The ‘‘ Bank of Mona,” an institution in the Isle of Man, was 
incorporated with it, and a large circulation of notes existed in that island. The 
“Hfouse of Keys,” which regulates these matters with more foresight than the 
House of Commons, in 1845, required adequate security on real estate to be held, 
not only against every note which was issued, but against every note signed by 
the authorities of the bank, whether held by them or by the public. The mana 
ger of the **Bank of Mona,” faithful to his trust, while his superiors at Glas- 
gow were so unmindful of theirs, has published a statement that the security 
is intact and immediately available. 
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WHO SHALL ISSUE THE CURRENCY ?* 


The intrinsic and nearly uniform value of gold and silver, 
coupled with their physical properties, peculiarly fit them for 
a measure of value and medium of exchange. Though still 
remaining the only international money and the basis of all 
sound financial systems, since property has become secure, 
law supreme and credit systematically organized, paper cur- 
rency or representative moncy, owing to its greater economy 
and convenience, has largely superseded the use of coin in 
all domestic transactions. 

The extensive use of a credit currency being an assured 
fact, the practical question is: How shall it be issued to best 
promote commerce and industry, avert a departure from coin 
values and loss to holders ? 

It may be issued either by Government or by banks, and 
either in a convertible or inconvertible form. 

The value of an irredeemable currency has not the remotest 
reference to the demands of trade or movement of commod- 
ities, and as the issues are increased the value of the pre- 
existing mass is correspondingly depreciated. 

The serious evils and injustice of a “fiat,’’ or inconvertible, 
currency, are so obvious that the system must be regarded as 
wholly indefensible and untenable. 

I start with the premise that paper money, whether issued 
by banks or Government, in order to be a perfect measure 
must conform to coin in value, and must be so automatic in 
its ebb and flow that it will respond as naturally as coin 
itself to the changing requirements of commerce. 

Can banks, even under the most stringent regulations as to 
reserves, issue a currency of this character? 

If they were to cover every note issued by an equivalent 
in coin, undoubtedly they could, but as there would be no 
profit in such issues, which, on the contrary, would be a 
burden, no bank would undertake the enterprise. Moreover, 
the great economy of a paper tool over one costing labor 
would not be secured. 

In the United States, prior to the war, we tried the experi- 
ment, under different State laws, of a bank currency nomi- 
nally redeemable, and it must be confessed that no American 
can review it with feelings other than of mortification and 
humiliation. The system broke down whenever it needed 
strength, and, by the violent fluctuations in the volume of its 


*[Note.—It seems to us proper that our readers should see and be prepared to consider the 
arguments advanced by intelligent men upon both sides of those questions which specially in- 
terest them. For this reason we give place to articles such as this one, albeit the views advo- 
cated do not agree with those of the BANKeR’s MaGazine.--Epv. B, M.] 
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currency, promoted speculation and produced disaster. To 
illustrate: in 1836 the circulation of the U. S. was about 
$150,000,000, in 1842 about $58,000,000, and in 1847 
$ 128,000,000. In some individual States the facts were worse, 
as in Mississippi, with $1,500,000 currency in 1834, and over 
$15,000,000 in 1840. The average per-centage of specie even 
in New England, prior to the panic of 1857, was only four- 
teen per cent. on circulation and deposits. The currency 
uttered by the provincial banks in Great Britain, prior to 
1844, was only nominally convertible and contributed greatly 
to the financial disorders of that country. The Bank Act of 
1844 prohibited any increase of bank circulation other than 
that of the Bank of England, and provided that all lapsed 
issues Of country banks should be transferred to it. 

But we will be told that there is no danger of returning 
to this loose system of mere nominal convertibility, so we 
must treat the plan which the most careful advocates of a 
redeemable bank currency regard as safe. I believe I do not 
misstate their theory in regarding 33% per cent. of specie as 
an ample coin reserve, when rigidly enforced, to enable a bank 
to maintain specie payments. 

Upon this hypothesis we are at liberty to assuine that a 
bank with $100,000 coin capital is authorized to issue, at its 
pleasure, $300,000 in bills, which are paid out in loans to its 
customers. These note issues are expected to return as 
deposits, in payment of discounts to move commodities, and 
are not expected to return for redemption in very large 
quantities at any one time. 

Trade runs in cycles. First there is a state of quiescence, 
then of activity, when men are willing to borrow the banks’ 
maximum issue to engage in new enterprises; business is 
buoyant and the channels of circulation are full of money, 
and as confidence expands over-trading ensues, and finally 
distrust and convulsion. As these last stages approach our 
bank is called upon, by a panic-stricken public, to redeem an 
unusual quantity of its notes. Its specie reserve is impaired 
and, by cancellation of notes, curtailment of discounts, and 
sudden collection of debts, it must retire three dollars of 
note issues for every dollar of reserves lost in order to main- 
tain the ratio of 3343 per cent. of specie to circulation. Does 
it require any genius to discover in this s system an inverted 
pyramid of credit which is wholly unnatural ? Under a sound 
system a draft on the specie reserves, instead of involving a 
diminution in the volume of the circulation three times as 
great as the loss of specie, would produce an equal, and only 
an equal, contraction in the amount of paper currency. A lit- 
tle later we will see if such a system cannot be devised. 

Again, as a rule among bankers, instead of a stipulated 
coin reserve being held exclusively for the redemption of 
notes, it is usually customary to merge with it the specie 
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designed to secure deposits. Thus it is impossible to define 
and establish the separate rights of note-holder and depositor. 
This system is essentially vicious and its evils led to the 
separation of the issue from the banking department of the 
Bank of England in 1844. 

But there is a very grave question whether the right to 
issue notes to serve as money is a privilege or prerogative 
incidental to banking. M. Wolowski argues that this is a 
function distinct from the ordinary operations of a_ banker, 
and Prof. Jevons and Mr. Gladstone are among those who 
regard the distinction as a vital one. 

Prof. Jevons, in his Aloney and the Mechanism of Exchange, 
expresses the view that “the issue of notes is more analogous 
to the royal function of coinage than to the ordinary opera- 
tion of drawing bills. We ought to talk of coining notes as 
John Law did, for though the design is impressed upon 
paper instead of metal, the function of the note is exactly 
the same as that of a representative token. As to right to 
issue promises, it no more exists than the right to establish 
private mints. As almost every one has long agreed to place 
the coinage in the hands of the executive Government, so 
I believe that the issue of paper representive money should 
continue to be practically in the hands of the Government 
or its agents acting under the strictest legislative control.” 

A very casual reading of European finances plainly 
indicates that it is the policy of the leading commercial 
nations to take the power of issue away from the banks and 
transfer it to the Government, or to an agent acting directly 
for the Government, and as entirely subservient to its dicta- 
tion as if it were a Government department. The financial 
writer of the Lcyclopedia Britannica advocates removing the 
issue department of the Bank of England, and locating what 
is now a Government issue, resting so far as it is uncovered 
by specie upon Government credit, in a Government office. 

By the Bank Act of 1844, provincial banks were authorized 
to surrender their circulation to the Bank of England, 
receiving therefor an indemnity, and when, from failure or 
any cause, their note issues lapse the Bank of England can 
issue its notes to two-thirds such amount. 

In Germany, when, from any cause, the present limited bank 
issues cease the Imperial Bank of Germany shall increase 
its issues to a like amount. In France, since 1848, the sole 
right to issue paper money rests in the Bank of France. 

In harmony with the tendency of European thought, Sena- 
tor John Sherman, now Secretary of the Treasury, said, in 
March, 1876: “I am one of those who believe that a United 
States note, issued directly by the Government and converti- 
ble on demand into gold coin or a Government bond equal 
in value to gold, is the best currency we can adopt, and that 
it is to be the currency of the future.” 
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If, however, it is’ understood from this that the U. S. 
Treasury should attempt to maintain a convertible currency 
upon acertain ratio of reserves to liabilities, 1 would emphat- 
ically pronounce it far inferior to a bank currency issued in 
a like manner under some uniform system, similar to our 
present National banks. When it comes to questions of dis- 
cretion, prudence and skill, the Government is far inferior to 
the personal responsibility which ownership imposes upon 
bank managers. 

Is there not a way, however, to surmount this objection to 
a Government issue—some plan which, in its execution, will 
require only administrative honesty? Let us see. 

We know that in every commercial country there is a mini- 
mum of circulation which is constantly in the hands of the 
people. e three years after the suspension of specie pay- 
ments in England, in 1797, the currency, though inconverti- 
ble, remained at par because the country required the then 
existing volume of circulation as a minimum, and had it 
afterward not been issued in excess, the currency would have 
remained near par as it has remained in France during the 
past eight years from a restriction of issue. 

With our extended domain and scattered population, with 
a thrifty people accustomed to carry considerable sums on 
their person, and with the large reserves required to protect 
the deposits in our 6,000 banks, it is evident that this mini- 
mum in our country will be quite large. 

Admitting that an estimate of this minimum can only be 
approximate and is purely a fractical question, it is safe, per- 
haps, to assume that we will never need a less circulation 
than $500,000,000. Let the Government, then, through an 
independent “Bureau of Issue,” emit bills to this amount, 
resting, as do its bonded and interest-bearing obligations, on 
its credit, with the distinct and inseparable proviso that 
every note issued in excess of § 500,000,000 shall be covered 
by an equivalent in specie, and that the sum uncovered by 
specie shall be absolutely fixed by constitutional amend- 
ment. Every holder of coin or bullion should be per- 
mitted to obtain notes equal to his deposit, and the 
notes should be a legal tender redeemable in coin. If we 
are right in assuming that $ 500,000,000 will always remain 
with the people, and in the form of paper by their prefer- 
ence, as long as the credit of the issuer is unquestioned, 
it would probably not be presented for redemption; but it 
would be wise to provide that in the improbable event of the 
exhaustion of coin the Bureau of Issue should pay in Gov- 
ernment bonds of value equivalent to coin. The saving of 
interest to the Government and people would be merely 
incidental, for I do not believe that questions of profit in 
currency issues ought to exercise any influence in efforts to 
procure a perfect credit currency. 
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The distinguishing characteristic and merit of this cur- 
rency would be its freedom from the sudden and unnatural 
contraction of a nominally redeemable bank currency, which 
we have seen was so disproportionate to the diminution of 
coin reserves, and the substitution therefor of a circulation 
varying in amount as if it were metallic. 

Relatively a very much larger proportion of coin is used in 
Great Britain than in our country, but in principle this is 
very much upon the plan of the issue department of the 
Bank of England. 

It issues £ 15,000,000 (subject to increase as other bank 
issues cease) upon Government securities, and covers all 
issues in excess of this by coin reserves. Under this arrange- 
there has been no suspension of redemption and it is not 
likely there ever will be. The panics in England have been 
purely commercial, affecting of course the banking department 
of the Bank of England which is nothing but a big joint- 
stock company which is authorized to manage the public 
debt. It has lost much of its prestige during the past few 
years, but it still is subject to very severe criticism for its 
mischievous influence upon the money market. 

The issue department is, however, entirely distinct from the 
banking department, and as a manager of the currency it is 
guided by what Lord Overstone calls the sound rule “ that 
against the amount of notes out it should hold at its dis- 
posal securities and specie; that the amount of securities 
shall be invariable; and that consequently all fluctuations in 
the amount of notes out shall be met by a corresponding 
fluctuation in the amount of specie on deposit and thus the 
public and not the bank will be made the regulators of the 
amount of the circulation, and that it will, by this principle, 
fluctuate precisely as it would have fluctuated had the cur- 
rency been purely metallic.” 

If, as an objection to my plan for a U. S. currency, it be 
complained that it will not do to trust the Government, I 
reply that: “The supply of money is not to any extent or in 
any manner influenced by the Government. The supply of 
money, like .that of all non-monopolized articles, is wholly 
dependent upon, and is determined by, the free action of the 
public.” 

If, on the other hand, it be objected that it limits the 
currency and makes no provision for the increasing demands 
of the public, I reply that: “It allows money (7. ¢. specie) to 
be imported or exported, retained or sent elsewhere just as 
it is wanted, and what it does limit is the uncontrolled 
issue of paper representatives, which experience proves are 
too often issued without reference to the reserves kept to 
maintain convertibility.” All it requires of Government 
(which, with us, is supposed to be the people) is common 
honesty, such honesty as we have always found in the U. S. 
Treasury in its administrative capacity. 
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If it be said that it will not do to trust such power with 
Congress, that it might regard the reserves as a treasure to 
be seized to save taxes (as Mr. Nourse, of Boston, fears 
might be done), I reply that: “A representative or credit 
currency implies trust and faith somewhere, and that under 
proper economic restrictions we cannot reasonably expect the 
currency to be more vitiated by the downright dishonesty of 
the Government, than by the avarice of individuals who 
would use the delicate prerogative of issuing a credit cur- 
rency for their private profit. Furthermore, it is no greater 
power than we confide to Congress in legislating on our 
private interests and all the concerns of life, and especially 
in maintaining the integrity of our coinage. 

If Congress is wholly corrupt, our standard of coin may 
be debased, our revenues misappropriated, and the bonds now 
deposited by National banks as security for circulation may 
be seized and sold to procure money rather than by taxa- 
tion! It is easy enough to conjure up a vision of anarchy 
and repudiation, but is it imminent ? 

That my plan, if once adopted, might be modified or abol- 
ished, is true, but it is equally true that any system created 
by legislation—for instance, the National banking system of 
issue—is of equal instability. 

Now, I do not believe in a paternal government, I do not 
believe in Government undertaking what is essentially and 
intrinsically a private business. I do not believe in the Gov- 
ernment’s ability or right to do a banking business (7. ¢. a 
discount and deposit business) ; and in the BANKER’s MaGa- 
zINE (December, 1877 ), I endeavored to point out objections to 
the Postal Savings-Bank system being tacked on to our Post- 
Office Department ; but when it comes to a question of issu- 
ing a currency, that which measures the value of services 
and commodities, there is reason to believe that that is as 
much a prerogative of Government as the coinage of stand- 
ard money or token pieces, for which it is a mere substitute. 

I believe with Professor Jevons, that “ private issues should 
disappear like private mints, and each kingdom should have 
one uniform paper circulation issued from a single central 
State department, more resembling a mint than a bank. The 
manner of issuing this paper currency should be strictly regu- 
lated in one sense ; the paper circulations should be made to 
increase or diminish with the amount of gold deposited in 
exchange for it. At the same time no thought need be taken 
about the amount so issued. The purpose of the strict regu- 
lation is not to govern the amount, but to leave that amount 
to vary according to the natural laws of supply and demand.”’ 
Subject, perhaps, to some modifications, I believe my proposed 
plan for a currency issue is economically sound and _practica- 
ble. There is some force in the political objections to it, and 
many will doubtless regard them as insuperable, but will 
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these political dangers be much more serious than would 
beset any system of banks incorporated under National law 
and subject to Congressional action? By avoiding the evils 
which we have seen pertain to nominally convertible bank 
issues, and securing a Circulation varying in volume precisely 
as a metallic currency, can we not take our chances on Con- 
gress possessing “the common honesty of a common country?” 


GrorRGE R. Gipson. 


ORGANIZATION OF THE TREASURY DEPARTMENT 
DURING THE REVOLUTION. 


If the organization of a department of Government be 
always a difficult task, especially true was this of the various 
departments of the American confederation, whose beginning 
was enveloped in war with a powerful foe possessing a well- 
disciplined army and a_ never-failing exchequer. | America 
was poor; the specie coming thither quickly found its way 
to Great Britain by the operation of a policy long pursued 
and deemed wise by the mother country. The members of 
Congress were ignorant of legislative proceedings, save in the 
small and partially stifled provincial assemblies. The colo- 
nists had never administered the affairs of State. How 
unreasonable, therefore, to suppose them capable of organiz- 
ing a Treasury, War, Navy, and other departments immedi- 
ately, and of putting all the affairs of Government in smooth 
running order? The several departments of the British Gov- 
ernment were not the thought of the day; they were the 
growth of centuries. The departments of the Government of 
the United States were created more rapidly, though not 
without trial and heavy cost, before reaching their greatest 
efficiency. 

The Treasury department was organized earlier than any 
other department of the Government. By the genius of 
Hamilton, during the first administration of Washington, its 
province was pretty clearly defined and the mode of conduct- 
ing business practically established ; yet no one can under- 
stand how it came to be thus organized until he has learned 
how the finances were administered during the revolution. 

As independence was not at first debated in Congress, and 
everyone was seeking to find a peaceful solution of the diffi- 
culties with Great Britain, the early financial measures of that 
body were of a temporary character. Committees were 
appointed to do specific things, to raise money, to pay 
accounts, and the like, but not to do anything requiring 
much investigation or outlay of money. The method of de- 
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vising measures through committees thus early adopted has 
been contmued to this day. 

The first financial committee were appointed on the 3d of 
June, 1775, to prepare an estimate of the money required to 
pay the expenses of Congress. This committee reported six 
days afterward in favor of issuing bills of credit, and their 
report was subsequently adopted. On the 19th of July, another 
committee were appointed to prepare an estimate of the ex- 
penses incurred by the resolutions of Congress. Having failed 
to report as soon as Congress desired, on the 3d of Novem- 
ber, a third committee were chosen for the purpose, who, in 
addition, were required to ascertain what money remained in 
the Treasury unapplied, to form an estimate of the public 
debts already incurred and which were likely to become due 
by the first of June the following year. This committee 
lived until the 17th of February, 1776, when a standing com- 
mittee of five for superintending the Treasury were appointed. 
The powers granted to them were more specific and extensive 
than the powers delegated to either of the previous commit- 
tees; they were required to examine the accounts of the 
treasurers who had been appointed to receive funds from the 
colonies, and occasionally to report to Congress the condition 
of the Treasury; to consider the ways and means for sup- 
plying the army in Canada with gold and silver; to employ 
and instruct proper persons for liquidating the public accounts 
including those of the paymasters and commissaries in the 
Continental service, committees of safety, and all others who 
had been or should be entrusted with the public money, and 
to report the condition of such accounts to Congress; to 
superintend the emission of bills of credit; and lastly to 
obtain from the different assemblies and conventions of the 
United Colonies the number of inhabitants in each colony. 

From time to time the powers of the committee were 
enlarged and the work of administering the finances was 
systematized. They were authorized to employ clerks for 
keeping and liquidating the public accounts, and to provide 
books and a suitable office for their business. Power was 
also given them to call upon the various committees of 
Congress, assemblies, conventions, councils or committees of 
safety, Continental officers, and private persons who had been 
or should be entrusted with public money for their accounts 
and vouchers, and for such other materials and information 
as the committee deemed needful “in stating, checking, and 
auditing the public accounts.” 

_ As the resolution conferring this power was deemed too 
indefinite, more explicit resolutions were soon after adopted. 
A treasury-office of accounts was instituted to be kept wher- 
ever the sessions of Congress should be held, which was put 
under the direction and superintendence of the standing 
committee of the Treasury. An auditor-general, also, together 
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with a proper force of assistants, was authorized for keeping 
the public accounts. In respect to the presentation of accounts 
at this time, a portion of them went to the committee on 
claims ; but all accounts and claims of articles, the price of 
which had been previously fixed by contract, or otherwise 
ascertained by Congress, were liquidated and settled at the 
treasury-office and reported to Congress for allowance and 
then passed and entered at the place of liquidation. All 
contracts, securities and obligations belonging to the United 
Colonies were lodged and kept in the treasury-office of 
accounts; and any one receiving public money was charged 
with the same in the books of the treasury-office, and every 
warrant drawn therefor, previous to its payment, was entered 
there, while entry was also made upon the warrant itself by 
one of the committee of the Treasury, the auditor-general, 
or one of his assistants or clerks. An-exception, however, was 
made in those cases where orders or warrants were issued by 
committees appointed by Congress to draw on the treasurers 
for particular purposes. These orders were paid directly and 
then charged to the committee who drew them and afterwards 
settled by Congress. Other resolves were also passed at this 
time, yet as they were but little more than an affirmation 
of previous instructions already described they need not be 
repeated. 

This committee were known by several names, though the 
most common, were the Board of Treasury, and the Treas- 
ury-Office of Accounts. During the year 1776 three more 
members were added, making eight in all. 

In respect to auditing and paying accounts, perfection in 
these matters could not be expected in the beginning. The 
first auditing board was composed of the delegates from 
Pennsylvania, concerning whom it was resolved to place 
10,000 dollars in their hands, which sum was to be paid for 
the expenses incurred in raising and arming rifle companies, 
expresses and other small charges, of which Congress had 
not been able to procure exact accounts. 

As soon as Congress re-assembled in 1775, the Pennsylva- 
nia delegates reported that on account of various difficulties 
they had not executed the duties assigned them, and desired 
that some members from other colonies where debts had been 
contracted might be added, whereupon five other persons 
were chosen. 

Shortly afterward the committee made a report. They had 
drawn on the Treasury for nearly 12,000 dollars to settle the 
accounts mentioned, and as only 10,000 dollars had been pre- 
viously placed at their command, Congress voted an appro- 
priation sufficient to pay the balance. The committee having 
discovered other outstanding accounts which they were not 
authorized to liquidate, but which it was the duty of Con- 
gress to settle, the discovery led to the appointment of a 
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Committee of Accounts or Claims, consisting of one member 
from each colony, to whom all accounts “against the Conti- 
nent” were to be referred, and who were to examine and 
report upon the same “in order for payment.” The appoint- 
ment of this committee gave rise to a lively discussion which 
John Adams has reported in his diary. When Sherman, of 
Connecticut. made a motion for the appointment of such a 
committee, Harrison, of Virginia, supposed it was a reflection 
upon the one which had just reported concerning the pub- 
lic accounts, and he exclaimed: “Is this the way of giving 
thanks?’’ Samuel Adams, who seconded Sherman’s motion, 
replied that he meant no reflection upon the committee, and 
“was sorry that the worthy gentleman from Virginia con- 
ceived that any was intended; he was sure there was no 
foundation for it.” Another member, Paine, thought that 
justice and honor required a careful examination of all 
accounts and how the public moneys were expended, “that the 
minister would find out our weakness, and would foment 
divisions among our people; he was sorry that gentlemen 
could not hear methods proposed to settle and pay accounts 
in a manner that would give satisfaction to the people, with- 
out seeming to resent them.” As this explanation satisfied 
Harrison, he rapidly cooled, the motion for the appointment 
of the committee prevailed, and the members having been 
chosen, the former committee were directed to deliver to the 
new one all the books, accounts, and papers in their pos- 
session. 

Their mode of adjusting accounts was to examine them 
and determine what was due, and report thereon to Congress 
without recommendation, whereupon that body would order 
payment. The committee then drew orders in conformity 
with the direction of Congress upon the Continental treas- 
urers who had been appointed a few months previously ; 
these were signed by the President of Congress, after which 
they were ready for presentation to the treasurers who paid 
them without further delay. 

When the powers of the Board of Treasury were more 
minutely defined in April, the following year, it was provided 
that all accounts and claims against the United Colonies 
for services or supplies, the prices of which had not been 
ascertained by Congress, should be presented to the Commit- 
tee of Claims, liquidated by them, and reported to Congress, 
and having been allowed by that body should be “ passed 
at the Treasury-office.’ Thus the duty of examining the 
accounts of Congress was divided between the Committee of 
Claims and the Board of Treasury and so continued for 
about four months, when all unsettled claims and accounts 
were referred to the Board of Treasury and the Claims 
Committee were discharged. From this time forth the Board 
of Treasury were required to provide funds for sustaining the 
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Government, and to examine and liquidate all public ac- 
counts. 

From time to time commissioners were appointed to settle 
particular accounts, like those growing out of the Canadian 
expedition, or the claims between the confederation and New 
York and Virginia, the accounts of the Northern department, 
army accounts and others which had grown large and could 
not be easily ascertained. 

As thus organized, the Board of Treasury continued nearly 
two years, though the system was very cumbrous and _ ineffi- 
cient. One of the greatest defects was that requiring the 
delegates of Congress to transact the business of the Treas- 
ury department, as they had not time to do this properly 
and also perform their duties in the sphere of legislation. 
Morris clearly saw the inefficiency of the system. Writing to 
Hancock, the President of Congress, at the close of ’76, he 
very plainly says: “If the Congress mean to succeed in this 
contest, they must pay good executive men to do their busi- 
ness as it ought to be, and not lavish millions away by their 
own mismanagement. I say mismanagement, because no man 
living can attend the daily deliberations of Congress and do 
the executive parts of business at the same time. I do aver 
there will be more money lost, totally lost, in horses, wagons, 
cattle, etc., for want of sufficient numbers of proper persons to 
look after them, than would have paid all the salaries Payne 
(a delegate who has usually found an ante-type in every 
assembly of similar character since) ever did or ever will 
grumble at.” Yet nothing more was done for nearly two 
years, at the end of which time the board reported several 
important changes in the mode of administering the finances. 

The report was debated several weeks when it was 
resolved to provide a house at Philadelphia for the several 
offices of the Treasury which were to be the following: a 
comptroller, annually appointed by Congress, who was author- 
ized to employ two clerks; an auditor and two clerks, the 
three to be chosen in like manner; a treasurer and one 
clerk, similarly chosen, and two chambers of accounts, each 
chamber consisting of three commisssoners and two clerks 
who were to be appointed by Congress. The auditor, treas- 
urer, and comptroller were not to be appointed by the votes 
of less than nine States, and they were to be responsible for 
the conduct of their clerks, a provision worthy the serious 
consideration of legislators in these days when so much dis- 
honesty and incapacity abound in almost every department 
of the public service. 

The duties of each officer are next stated. The auditor was 
to receive all accounts against the “ United States ’”’ for money 
lent, expended, or advanced ; goods sold or purchased ; serv- 
ices performed or work done, with the vouchers; and he was 
to refer them to one of the chambers of accounts after 
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endorsing them in a specified manner; then the commissioners 
were to deliver them to their clerks to be stated, and to 
number and arrange the vouchers, examine the castings and 
make copies, and after completing their work, they were to 
make a proper endorsement thereon, after which process it 
was the duty of the commissioners to examine the authenti- 
city of the vouchers, reject all which did not appear to be 
genuine, compare them with the articles to which they related, 
and determine whether they supported the charges. They 
were to reduce such articles as were overcharged, reject 
improper charges, and then endorse the accounts in the man- 
ner prescribed by the resolution, and transmit them with the 
vouchers to the auditor “and cause an entry to be made of 
the balances passed.” Having received the vouchers and 
accounts from the commissioners, the auditor, or rather his 
clerk, was to examine them. The articles were to be com- 
pared with the vouchers, and if a person appealed from the 
judgment of the commissioners, he, as well as they, was to 
be called before the auditor to be heard, from whose decis- 
ion no appeal lay except to Congress. Having examined the 
accounts in this manner, they were to be endorsed, and a 
duplicate of the endorsement was to be filed in the chamber 
of accounts, while the accounts with their vouchers were to 
be sent to the comptroller. 

The duties of the comptroller are next described, which 
were numerous and important. He was to keep the Treasury 
books, and seal and file all accounts and vouchers, and direct 
the manner of stating and keeping them. He was to draw 
bills under seal upon the Treasurer for sums due by the 
United States on accounts that had been audited, which, 
however were to be countersigned by the auditor previous to 
payment. He was also to draw bills in a similar way for 
such sums as Congress from time to time should order. 
When moneys were due the United States on accounts which 
had been properly audited, he was to notify the debtor, and 
after hearing him, if he desired to be heard, fix a day for 
payment, as the circumstances of the case might require, not 
exceeding ninety days, of which time he was to give notice 
in writing to the auditor. 

The Treasurer was to receive and keep the moneys of the 
United States, and to issue them on bills drawn by the 
comptroller, as previously described, and file duplicates thereof 
with the auditor day by day as he should make payment. 
On the receipt of moneys he was required to give a receipt 
therefor and transmit the same to the comptroller. He was 
also required to “draw out” and settle his accounts quarterly, 
“giving the same in to the auditor for examination, by one 
of the chambers of accounts, to be from thence transmitted, 
through the auditor, to the comptroller” who was required 
to compare them with the Treasury books, ascertain the bal- 
ance, and return a copy thereof to Congress. 
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The resolution further provided that the comptroller should 
receive from the ‘Treasurer all receipts signed by himself, 
and after entering them, charge the Treasurer and credit the 
proper accounts; this done, the comptroller was to endorse 
them and deliver them to the party who made payment; 
and every quarter of the year he was to cause a list of the 
balances on the Treasury books to be made out by his 
clerks and lay the same before Congress. To this provision 
another was added relating to the collection of money due 
the United States which clearly displayed the weakness of 
the Government. In all cases of delinquency the comptroller 
was to give the debtor a reasonable time to appear, and in 
case he did not, the auditor, on proof that proper notice had 
been sent, made out a requisition, the form of which was 
prescribed in the act, which was sent by the comptroller to 
whom? To the debtor? No, but to the executive authority 
of the State wherein the debtor resided. Congress dared go 
no farther than to recommend the States to enact laws for 
the seizure of property and persons of debtors to the United 
States neglecting to discharge their public obligations. 

This act indicates the great progress made in collecting 
and disbursing the public revenues. Several of its more 
important features are still preserved, and it would be quite 
difficult to improve them. If to any one, either at that time 
or afterward, Congress seemed slow in organizing the Treas- 
ury department, the vastness as well as the suddeness of the 
revolution—for after all the event was unexpected notwith- 
standing the long unconscious course of preparation—and 
the feebleness of the country’s resources must be remem- 
bered as among the chief causes of dilatory action by that 
memorable body. 

More than a month elapsed before filling the several offices 
of the Treasury. Jonathan Turnbull, Jr., was elected comp- 
troller; John Gibson, auditor, and Michael Hillegas, who had 
held the office of Treasurer from the beginning, was con- 
tinued in the same position. Since the resignation of Mr. 
Clymer, Hillegas had acted as sole Treasurer, and from 
his continuance in that office, had probably administered it 
in a successful manner. Commissioners of the chambers of 
accounts were also chosen. To the comptroller and Treasurer 
was given a salary of 4,000 dollars; the auditor received 3,500 
dollars, and the commissioners, each 3,000 dollars. Subse- 
quently a Secretary of the Treasury was appointed with a 
salary of 2,000 per annum, 

Marked as were the improvements in the Treasury depart- 
ment, within twelve months another reorganization occurred. 
A very considerable portion of the former organization was 
retained, the principal new feature was the abolition of the 
comptroller’s office and the addition of a board consisting of 
three commissioners who were not members of Congress, 
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besides two other persons belonging to that body. These 
five members were elected by Congress, the former three 
annually, and the latter two for the term of six months, 
nor could a State be represented at any time by more than 
one member in the board. The other officers of the Treasury 
were retained, with the addition of six auditors for settling 
the accounts of the army. 

“The Commissioners or Board of Treasury,” as the new 
body is called in the ordinance, were to have the general 
superintendence of the finances of the United States and of 
the officers entrusted with the receipt and expenditure or 
application of the public money; to inspect the Treasury; to 
lay before Congress estimates of the public expenses and 
necessary supplies ; to execute the will of Congress respect- 
ing the emission of bills of credit and of exchange, loan- 
ollice certificates or other securities, and establishing lotteries; 
deposit the public funds in proper places; look after the 
keeping of accounts and the punishment of public debtors ; 
instruct all officers in any way connected with the finances 
needing instruction, and to suspend any of them for negli- 
gence or misdemeanor until the pleasure of Congress was 
known; register and preserve all contracts and _ securities ; 
grant, under the seal of office, ‘a quictus” to accountants 
on final settlement, and various other duties which do not 
need specifying. The duties of the auditor-general, Treasurer, 
and the chambers of accounts were more minutely defined : 
the auditors of the army were sorely needed to adjust the 
numerous accounts growing out of the neglect, or rather 
impossibility, of the Board of Treasury to settle them. These 
auditors were to report to the auditor-general, and were 
directed to adjust all other accounts, besides those specifi- 
cally mentioned, ordered by the Treasury Board. The offi- 
cers under the old system, except those belonging to the 
comptroller’s office, were continued until the 9th of Novem- 
ber, when a new election was made, though many of the 
former officers were elected to various positions in the new 
organization. 

As thus organized, the Board of Treasury continued in 
power until the appointment of Robert Morris as superin- 
tendent of finance in February, 1781; and, indeed, for several 
months thereafter, when the organization was finally abol- 
ished. As the appointment of Morris marks a new era in 
the finances of the revolution, we shall wait until reaching 
his administration before describing the machinery employed 
to administer the finances during that period. We have 
traced the history of organizing the Treasury department 
through the embryonic, or rather chaotic, period of the Gov- 
ernment; we have seen order gradually arise out of confusion, 
which was the more remarkable because Congress, in the 
earlier days, was expecting to make peace with Great Britain. 
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When this delusion faded away and Congress undertook 
seriously the work of organizing permanently the several 
departments of Government, ought not the members to be 
praised rather than blamed, considering the grave difficulties 
besetting their path, for creating a practical financial system 
as rapidly as they did? 


THE BANK CLERKS’ MUTUAL BENEFIT ASSOCIA- 
TION OF NEW YORK—TENTH ANNUAL MEETING. 


Chickering Hall was crowded to overflowing on the evening 
of December the 3d, the occasion of the celebration of the 
first decade in the history of this Society. 

Bank officers and clerks, stockholders, merchants, and 
others with their lady friends entered into the spirit of the 
hour. On the platform, in addition to the officers and 
ex-officers of the Association, were Presidents—Fry, of the 
Bank of New York, Tappen, of the Gallatin National Bank, 
Wheelock of the Central National, Hall, of the Oriental, 
Thompson, of the Chase National, Morrison, of the Man- 
hattan Company, Smith, of the Metropolitan Savings; with 
Cashiers—Buchanan, of the Fulton National, McDonald, of 
the Merchants’ National, Watson, of the Grocers’, Baltes, of 
the Mechanics and Traders’ National, W. A. Camp, Manager 
of the Clearing House, and other gentlemen. 

Mr. John P. Townsend, Vice-President of the Bowery Sav- 
ings Bank, acted as Chairman, and delivered an address in 
behalf of the objects of the Association. 

Mr. W. Coggeshall, President, read the annual report, by 
which it appeared there has been received during the year, 
from dues and assessments, $14,469.50, interest, $1,103.73, 
donations, $1,164. Cash in hands of Treasurer, $3,226. 

The payments during the year were as follows: to families 
of deceased members, $13,200; to disabled members and 
their families, $2,600. General expenses, $883.60. 

The amount of Permanent Fund is $57,418. Permanent 
Fund Interest Account, $ 20,178.04. Total assets clear of all 
claims, $80,822 70. There has been paid during ten years to 
families of deceased members, and for relief of those dis- 
abled, $111,598 50. The new members received during the 
year number forty-three, and the active membership at this 
date is 1,109. 

Eloquent addresses followed by the Hon. Chauncy M. 
Depew, and the Rev. Frederick Courtney, in the course of 
which they sought to impress upon bank officers the great 
benefits resulting from such an organization, and suggested 
that it was in their power largely to increase the usefulness 
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of the Society by annual contributions from each bank of 
fifty or one hundred dollars to the Permanent Fund. Their 
remarks were interrupted by frequent outbursts of applause. 

Choice selections of music were furnished by the St. Cecelia 
Quartette. The proceedings closed with a vote of thanks to 
the Chairman and Messrs. Depew and Courtney. 

We regret that our space will not admit the publication 
of both the speeches, and present, slightly abridged, that of 
Mr. Depew:— 

ADDRESS OF HON, CHAUNCEY M. DEPEW. 


You belong, gentlemen of the banking fraternity, to one of the 
oldest guilds into which society divides itself when once organized. 
From the earliest dawn of history there has been a finance system. 
There is no study so interesting and so improving to the individual 
in his social and domestic relations, to the merchant in his trade 
and commerce, to the statesman providing for the welfare of his 
country, as a sound system of finance. Job was familiar with 
bankers in his prosperity, and knew usurers in his adversity. The 
Bible mentions both in the Old Testament—bankers and lawyers— 
but nowhere speaks in complimentary terms of either. I have 
endeavored to find some reason for this. One may have been that 
the ancestors of our profession were not worthy of commendation ; 
but I think the better and the more reasonable view to take is 
that eighteen hundred years of Christianity, culture and progress 
have brought the world up to the proper appreciation of both 
bankers and lawyers. In pagan times, when there was wealth and 
commerce, the temples of the gods served for banks. The great 
shrine of a Diana at Ephesus, and the more famous one of Apollo 
at Delphi, were the safe-deposits of the companies of Antiquity, in 
which peasants and princes left their possessions for safe keeping, 
which received money and paid interest upon it, and loaned money 
to those who wanted it; but they proved that bankers, as such, 
make poor churchmen, and churchmen who are wholly such make 
poor bankers: for greed overcame piety, and with the loss of piety 
there fled reverence for the depository, and both were robbed. Gib- 
bon says that the few hundred years of the height of Roman 
imperial power were the happiest of human days, and the happiest 
men of all that period—in that gross, materialistic view—were the 
Roman bankers. The power under which they prospered stretched 
out its arms until it embraced all known climes and all known peo- 
ple, and the vast tribute of the world, pouring into the Eternal . 
City, was controlled by the bankers. They were governed by no 
laws of usury. Money was merchandise and was governed by the 
trade value of the hour; and they accumulated fortunes, and lived 
in splendor and magnificence, and surrounded themselves with the 
sensuous enjoyments of art and sculpture in a manner which their 
successors have never equaled. In all time commerce has been suc- 
cessful and has prospered only in those places where sound and 
honest finance presided. At various times in the history of the 
world, its great trade centers have been Geneva, Florence, Venice, 
Amsterdam, Holland, England; but in each, whenever speculation, 
through prosperity, has outrun the ability to meet the promise when 
it became due, then, in the inevitable crash which followed, Com- 
merce and Prosperity have both folded their wings and flown to that 
spot where they could find wiser and better treatment. There is 
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nothing so inspiring, nothing which produces such high endeavor 
and grand results in this world, both to nations and to trades and 
professions, as an honorable background of glorious achievement; 
and it is one of the incentives that to-day makes banking so honor- 
able, and makes the profession the synonym of high integrity and 
truthfulness, that for so many ages it has accomplished such import- 
ant results, and produced such mighty and powerful men. In this 
country we have but a hundred years of national life, yet into 
that hundred years we have crowded such progress, such magnitude 
of achievement, such history and revolution, that those hundred 
years present a spectacle and a background equal to a thousand 
years of more peaceful states. And yet so recent is our ancestry 
that all nationalities look beyond our dawn to the lands from 
whence they sprang for inspiration. 

The Irish go back to Ireland to hear poetry, and song, and elo- 
quence; the English point to Magna Charta, and the Common Law, 
and Shakespeare, and Milton; the Dutch point to civil and religious 
liberty as their contribution; and, while we are indebted to all the 
countries for all they have done, it is the pride, the glory, the 
special boast of the bankers of New York, that they have con- 
tributed more to the finance of the old world than they have 
derived from it. It is the wisdom of the banking system of New 
York which has made her imperial among her sister States, and 
made her metropolis the financial centre of this continent. It was 
in New York and out of her experience that the true system of 
modern banking was evolved; that the paper promise of the bank 
should be met, not in the vaults of the bank, but by public funds 
held by the State to redeem it, whatever became of the banks. 

When Sir Robert Peel, succeeding as Finance Minister to the 
control of the destinies of England, after years of bankruptcy and 
disaster, and years of an irredeemable paper currency, saw the 
effects of this system of New York, he instantly adopted it into 
the finance system of the old country, and from that day to this 
there have never been those old and terrible commercial revulsions 
in Great Britain; and from that day to this the Bank of Eng- 
land note has never been discredited or dishonored. And when 
the United States Government needed, in its trial, a system large 
enough and elastic enough to meet its great and expansive needs, 
it looked to New York and adopted as the national system the well- 
tried system of our own State. Prior to that, how was it? Why, 
in the old days of the State laws, every man, when he engaged 
in a transaction, whether it was great or small, took his pocket-book 
on one side and his “bank note-detector” on the other; and before 
he concluded the transaction, he looked over the “detector” to see 
whether the bill he received belonged to a bank that had burst the 
day before, and ere the sun went down he got rid of that bill, for 
fear it would be a worthless piece of paper in his pocket, because it 
was the bill of a bank that would burst before the morrow. But 
under the system of New York, adopted into our national system, 
no such results are any longer feared. In our ordinary relations, in 
our trifling domestic concerns, in our great commercial transactions, 

we do not care whether the National bank note in our pocket or in 
our hand was issued by the Bank of California or Maine; we do not 
care whether by an institution in the mountains of Colorado or in 
the North-Western wilderness; we know that Uncle Samuel holds 
the bond that will pay it, whatever becomes of the bank. 
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In looking back over the history of the country and recalling its 
earliest period, we bring forward only those names in our imagina- 
tion which have been famous in the field or in the council. In- 
stantly before our eyes pass in review the names of Washington Wayne 
and Greene, of Jefferson, Madison and Hamilton; and there was one 
man in the revolutionary era, without whose genius and patriotism 
Washington could not have kept his armies in the field, and the 
Federal Congress could not lave continued its existence. That man 
first contributed his private fortune, and then, with a skill and a 
resource and a genius unparalleled in the history of finance, without 
credit abroad, without resources at home, he devised the schemes 
and furnished the money that kept the Continental soldiers fed and 
clothed and armed, and kept the few ships upon the ocean until 
independence was secured, and the Republic of the United States 
recognized everywhere; and that man was Robert Morris, of Phila- 
delphia—banker. And when, in our last great contest, its history 
comes to be written up, and its records read in the future, there 
will, outside of its generals and its statesmen, be one name that will 
shine conspicuous—the name of that cabinet officer who raised the 
enormous sums and devised the systems that did it, that kept a 
million of men in the field until the nationality of the country and 
the perpetuity of its liberty and its institutions were secured; and 
that man, to whom we will be forever grateful, was Salmon P. 
Chase. 

Now then, gentlemen, you are bankers, engaged in bank business, 
and in an avocation which you have taken up for a life pursuit; 
but in this country, with its great opportunities, with its vast de- 
mands, with its imposing duties upon every citizens, no man, what- 
ever his calling, can be a mere specialist. There is no rule in this 
land for that political system which makes one man make blades 
and another handles for jack-knives, and do nothing else and know 
nothing else for all their existence. I have a poor opinion of that 
man who carries home to his dinner-table and his fireside his books 
and ledgers and nothing else. I have a poor opinion of that man 
who takes to both places vacuity and semi-idiocy. There is to the 
bank officer, probably more than to most avocations, opportunity. 
Banking hours begin late and they close early; and outside of them 
is the opportunity for that attention to public duties, for that broad 
and liberal culture, for that pursuit of the specialty which accords 
with taste or which we have taken up, that so broadens and enlarges 
a man that he not only becomes greater in the vocation he has 
adopted, but more useful to everybody and more grateful to himself. 
I met last summer, in the White Mountains, a gentleman of large 
atlairs, who, outside of business, had devoted himself to the micro- 
scope until he had mastered all organic life. I knew a man in large 
business affairs, who, in the hours of the morning and evening, 
became one of the best amateur artists of his day; and I have 
known others to learn languages or to have some special talent. To 
such men, when shipwreck comes, as it may, in the overthrow of 
the institution in which they work, they do not sink down and 
groan because they cannot find just the chair that they sat on all 
their lives, but in the versatility of their structure they look around 
and find some plank that floats them safely to the shore. There is 
to-day one of the most scientific men in England, who is also one 
of its most successful bankers. Samuel Rogers said, “I keep the 
shop because the shop keeps me.” He so kept it as to win the 
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admiration of business men in his own vocation, and at the same 
time so cultivated his muse that he gave delight and still gives it 
to succeeding generations, so that he became the banker-poet of all 
time. : ‘ : : ? ; : ; ‘ _ . , 
Since the organization of banks in this city there have been fifty 
thousand men connected with them in one way and _ another. 
Through their hands have passed fifty thousand millions of dollars. 
They have been the custodians of the secrets of individuals, and of 
firms, and of corporations. Summon them here to-night. Let them 
stand in grand battle array—this vast army who have served these 
great interests at limited compensation. Call the roll of those who 
have defaulted or been faithless to their trust, and they would 
not make the staff of a major-general. It is not for every man to 
become a Peabody or a Morris, but so long as out of the system 
such men came, so long in the system such men reside. It is not 
the conspicuous who alone make success in the world. The Bank 
President, no matter how eminent he may be, would lose his emi- 
nence unless he was backed and supported and sustained by the 
integrity and ability of the efficient corps who surround him; and the 
man who diligently performs his duty, however light it may be, is 
fit to receive his own praise, and the promotion to follow it when 
it will—as it surely will—come. One of the proudest instances that 
I know of in all those that stand out among the anecdotes of his- 
tory, is that of the private soldier of France, La Tour D’Auvergne. 
He lived to die in the ranks, and yet he won for himself a fame far 
beyond that of the generals under whom he marched. First in the 
foremost ranks, last in the retreat, he fell upon his hundredth bat- 
tle-field, fighting boldly for his country; and the imperial decree was 
that forever upon the muster of his company his name should stand, 
and that every morning at roll-call it should be called, and the ser- 
geant should step from his ranks and answer, ‘Dead upon the field 
of honor.” 

Gentlemen, you are met here to-night for the purpose of celebrat- 
ing your first decade. Ten years is not long in the history of an 
institution like yours; and yet it is ten years full, as I gather from 
the report of the president, of honorable record, and of charitable, 
admirable deeds. Men perform their duties, not so much by. the size 
of the compensation, if it be adequate for their wants, as by the 
certainty of the place and the sureness of the compensation. These 
gentlemen who belong to the Association know that their banks will 
not fail. They know their places are secure. They feel that promo- 
tion will come as the opportunity offers and as it is well earned, 
and this Association seeks to take from them that great care that 
saps the energies of a man—the fear that in his age or infirmity, or 
in his death, there may be no provision. The Permanent Fund 
to-night stands $80,000. If these banks knew thoroughly their own 
interests, if these bank directors and stockholders knew thoroughly 
their own best needs, they would, while reducing their capital, re- 
serve out of the fund which they pay back to the stockholder an 
amount that would make, before the first of January, that Perma- 
nent Fund an even $100,000, And I trust that an enlightened 
spirit of wisdom and of self-interest may lead them to understand 
that their interests are identical with those of this excellent Asso- 
ciation; and I trust that when next you gather, we can congratu- 
late you upon a grand success. 
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BANKERS AND BANK CLERKS’ MUTUAL BENEFIT 
ASSOCIATION OF THE CITY OF PITTSBURGH. 


The fifth annual meeting of this Association was held on Novem- 
ber 18th, in the Directors’ room of the Germania Savings Bank. 
L. Halsey Williams, Cashier of the Fifth National Bank, was called 
to the chair, and John T. Woods, of the Exchange National Bank, 
was appointed Secretary. The annual report of the Board of Direct- 
ors was read by the President of the Association, and the reports 
of the Secretary and Treasurer were read by the Secretary, after 
which the election of officers for the ensuing year was held. There 
being no other business the meeting adjourned. 

The Corresponding Secretary’s Report states the membership to 
be: honorary members 12, active members 115, a gain of five active 
members since last report. The Treasurer's Report shows receipts for 
the year, $1,168.23; losses paid, $500.00; current expenses, $79.75; 
U. S. bonds on hand, $2,500; cash in treasury, $585.15, a gain, after 
paying expenses and loss, of $588.48; and also shows the current 
expenses to be but little over one-half the amount received for inter- 
est on the deposit. At the last meeting of the Board, acting upon 
the suggestion of several of the Trustees, the officers were authorized 
to purchased $2,500 Registered U.S. bonds, which now appear in the 
report. 

The objects for which the Association was formed are: to relieve 
the necessities of the aged and disabled; to benefit families of 
deceased members; to afford relief in sickness, when necessary; to 
assist the deserving when in distress; to obtain employment for 
members who may be out of situations; to create among the mem- 
bers ties of friendship and fraternity, and to extend such other 
assistance as the Association may from time to time determine. 

The following-named gentlemen were elected officers for 1879: 
President, William N. Riddle, Cashier Penn Bank; Vice President, 
George R. Duncan, Cashier Iron City National Bank; Recording 
Secretary, John T. Woods, Teller Exchange National Bank; Corre- 
sponding Secretary, Samuel C. Applegate, Cashier Odd Fellows’ Sav- 
ings Bank; Treasurer, Robert Wardrop, Cashier Pennsylvania Lead 
Company. 


THE Crop REPORTS FROM CHINA, JAPAN AND INDIA are all good. 
This is especially favorable, as both India and China have been terri- 
bly impoverished by recent famines. In China, the rice crop is large 
and the cotton crop is said to be double an average. A Yokohoma 
telegram says that the Japanese rice crops will furnish a surplus for 
exportation. Some English trade journals say that these large Asiatic 
crops will be felt between January and April, in furnishing the means 
for larger purchases of English goods. 
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CURRENT FINANCIAL NOTES. 


THE East INDIAN RAILWAY, including a branch, is 1,503 miles in 
length, some considerable portion of it being double track, and its 
capital is £ 30,750,000, or $150,000,000, It was built upon a guaran- 
tee of five-per-cent. dividend from the Indian Government. There 
is about as much capital in other Indian lines constructed on the 
same guarantee. The cost of the East Indian Railway is said to be 
about one-fourth of the total cost of all the railroads built in Brit- 
ish India. Some of them were constructed by the Indian Govern- 
ment directly, and without the intervention of companies. All the 
guaranteed lines were built upon the condition that they should 
become the absolute property of the Government at the end of 
ninety-nine years, which has been the general rule of the French 
Government in authorizing railroad construction by companies. In 
India the Government made the further reservation of the option 
of buying in the guaranteed railroads, on certain principles of valua- 
tion, and at certain times. With the East Indian Railway, these 
times were at the end of twenty-five years and of fifty years from 
its completion. With some other guaranteed roads, the right to buy 
does not occur until after fifty years from their completion. These 
purchases are to be made by annuities running for the unexpired 
term of the ninety-nine years. The annuities are to be such a rate 
of interest as is currently paid upon India Government bonds at the 
time of the purchase, and this rate is to be cast upon the average 
market value of the railway shares during the three years preceding 
the purchase. The annuities are to include also a sufficient sum to 
sink the principal of the shares within the term of the annuities. 
In the present case of the purchase of the East Indian Railway, 
the Indian Government is supposed to have made a good bargain, 
as it gives an annuity, terminating in 1953, of £5, 12s. 6d. for shares 
now earning annual dividends of nine pounds. 


TREASURY GOLD CERTIFICATES.—The Treasury programme was to 
discontinue, after the first day of this month, the issue of certificates 
of gold deposits. In fact this was so stated in the regular annual 
report of December 2, 1878, of the Secretary of the Treasury. But 
on the very next day, December 3, the Secretary issued an order to 
the Assistant Treasurer here to discontinue the issue at once. The 
Secretary’s action was as salutary as it was prompt. The gold oper- 
ators had worked up the premium on that day from Y¥ to ¥%, but 
it fell back instantly on the announcement of the new order. The 
BANKER’S MAGAZINE has been insisting for months that the storing 
of yold in the Treasury, by relieving speculators of the expense and 
risk of taking care of it, was calculated to keep up the premium on 
it. The Secretary is entitled to credit for his decisive action on the 
3d of December. What we want now is legislation, that all certifi- 
cates of deposited metallic money shall be for the payment, not of 
gold or silver, but of cov, which means either gold or silver, at the 
option of the Government. If the owners of metallic money do not 
choose to make deposits on such terms, they can keep their money 
in their own hands, or in such other places as they may select. 
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FouR-PER-CENT. LOANS are the order of the day. The State of 
Georgia has issued four-per-cent. currency bonds, payable in six years, 
for $ 500,000, in denominations as low as $5. They have been readily 
taken. The proceeds are to be applied to pay off a State debt on 
which the interest is now eight per cent. Georgia hopes to make a 
similar reduction of interest on its entire State debt, which is about 
$10,000,000. The city of Boston has offered for popular subscription, 
four-per-cent. currency bonds payable in twenty years, being a part of 
$9,000,000 expected to be borrowed for sewerage purposes. Under the 
laws of Massachusetts, municipal loans for such purposes are required 
to be supported by a sinking fund which will extinguish them in 
twenty years. The financial managers who recently committed this 
city to a loan of $6,900,000, no part of it to be reimbursable in less 
than thirty years, and at an interest of five per cent., Jayadble tn gold, 
acted precipitately and with very littie discretion. 


THE BULLION YIELD for the ten months ending October 31, 1878, 
of the thirty-six producing mines from which the San Francisco 
Bulletin is able to obtain returns, compare as follows with the cor- 
responding period of last year: 

$ 40,603,600 
33,846,200 


Decrease in 1878 $ 6,757,400 


The decrease in October was $ 2,329,800, being almost identical with 
the amount ($2,377,800) of the decrease of the two bonanza mines, 
the California and the Virginia Consolidated. 

Comparing the quarter ending September 30, 1878, with the cor- 
responding quarter of last year, the bullion praduct of Storey County, 
in which the Comstock lode is situated, was as follows: 


Decrease in 1878... 
In the earlier part of 1878, the Comstock lode yielded 
during the same part of 1877. 
Comparing this year with last, the production of gold is probably 
gaining somewhat upon that of silver. 


SILVER DOLLARS.—A report sent to the Senate, December 17, 
from U. S. Treasurer Gilfillan, gives the figures of the general fact, 
well understood before, that the silver standard dollars flow back 
into the Treasury almost as soon as paid out. From June 30, to 
November 30, the Treasury received from customs, payments of four- 
per-cent. bonds, ete., 5,178,345 of these dollars, of which about 
1,500,000 are computed to have been received for customs duties. 
During the same time, $11,600,000 were received for customs in sil- 
ver certificates, but as some of them were paid out and received 
more than once, Mr. Gilfillan estimates that this work was done 
with only $6,717,000 of certificates issued at San Francisco in the 
purchase of silver bullion. Since the silver law went into operation, 
1,534,785 silver dollars have been exchanged with the public tor gold, 
the exchange of about two-thirds of that sum having been made 
when the silver dollars were first issued and were in request as 
curiosities and for pocket pieces. 
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THE SHRINKAGE OF PRICES.—The Pudlic (New York) of Decem- 
ber 12, referring to its tables of wholesale’ prices in New York of 
all the financial articles of foreign and domestic merchandise, says : 

The approximate correctness of the following ratios, reducing quotations to 
gold, may be affirmed, viz.: $100 in 1860 equals in purchasing power $126 in 
1864, and $124 in 1873, and $81.67 November 1, 1878. ‘The shrinkage in 
the average gold value of commodities (exclusive of all stocks, or bonds, and 
of all real estate), from January 1, 1873, to November 1, 1878, appears to 
have been about 34.1 per cent. 


BRITISH JOINT-STOCK BANK SHARES.—The following table shows 
the aggregate market price of British and Irish joint-stock bank 
shares the day before the Glasgow Bank failure and on two subse- 
quent days: 
Oct. 1. Oct. 10. Nov. 20. 


English ........ £125,460,000 .. 122,480,000 .. £ 115,650,000 
Scotch 28,950,000 ea 26,500,000 +4 20,700,000 
errr 20, 100,000 ; 20,080,000 re 19,530,000 


£ 174,510,000 £ 169,060,000 & 155,880,000 

In the list of Scotch banks is included the failed Glasgow Bank. 
The market price of the shares in it, on the day before the failure, 
was £ 2,350,000. 

The total fall to November 20, in the Irish banks was only 2% 
per cent. In the English banks it was eight per cent. In the Scotch 
banks it was 28% per cent., or, if the Glasgow Bank is taken out of 
the account, it was twenty per cent. 

Since November 20, another Scotch bank (the Caledonia) has 
gone into liquidation. 


ENGLISH BANKING RESERVES.—As is well known, the London 
banks and bankers have always kept a large share of their cash in 
the form of deposits in the Bank of England, and this practice has 
increased to such a degree in recent years, that the aggregate of these 
deposits of bankers has become about equal to the entire reserve of 
the Bank of England. At the present time, when these bankers find 
it prudent to hold more cash than ordinarily, these deposits actually 
exceed the entire reserve of the great Bank. The Fortnightly Review, 
for December, says : 

The Bank of England must be compelled by law to separate the bankers’ 
balances which it holds from the money of its own customers, At present the 
Bank of England holds no reserve at all against its liabilities to its own cus- 
tomers. It trades on the bankers’ money, and its total reserve at the present 
moment probably does not cover by several millions the actual cash which 
bankers have deposited with it, and which they might any day require. That 
state of affairs is so unsound as to be absolutely intolerable in a community 
anxious to conserve its mercantile credit. Were the Bank of England to throw 
out the bankers’ balances altogether the position would be more sound than 
it is now. 


BRITISH LAND-OWNERS AND THE Foop Suppiy.—In a recent 
work on “The Landed Interest and the Supply of Food,” Mr. Caird, 
the principal British authority on such matters, shows 

1. That thirty years ago the home supply of cereals for British 
consumption was three-fourths of the whole; ten years ago, three- 


fifths, and now only one-half. 
2. That ten years ago the home supply of meats and of animal 
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productions was nine-tenths of the consumption; now only three- 
fourths. 

3. That the prices of cereals are now wholly fixed by the prices 
of the imported cereals, and that the prices of meats and of animal 
productions are beginning to be sensibly affected by the importations. 

In former times British farmers were more or less compensated 
for short crops by high prices, whereas present prices do not 
depend upon the amount of grain raised at home. With the fre- 
quent conjunction of short crops and low prices, it is the common 
apprehension of British landowners that rents must fall. It is noted 
in this connection that lands, as assessed for income tax, only 
increased from sixty-two to sixty-six millions sterling in the ten years 
ending with 1876. This is an almost stationary condition in contrast 
with the rapidity of the increase of the amounts of all kinds of 
property assessed for that tax, which were: 

£ 256,000,000 
In 1872 435,000,000 

Mr. Caird estimates that the average cost of importing live cattle 
is four pounds per head, and that advantage in favor of the British 
cattle raiser, is a compensation for an extra land rent of two pounds 
per acre. If British farmers can really pay such a rent and compete 
in cattle-raising with countries where the fee simple of lands costs lit- 
tle, or nothing, the rent-rolls of British landlords are tolerably 
secure. 


THE PAUPER RETURNS OF ENGLAND AND WALES for St. Michael- 
mas day (September 29), of this year, show the number of paupers 
receiving relief to be 660,289. This is only 1,192 more than the 
numbers receiving relief for the corresponding date of last year, 
although 12,579 more than for the corresponding date of 1876, but 
even that increase in two years is less than two per cent., or exactly 
1.9 per cent. The London “conom7st says that these returns “show 
that the distress arising from the long-continued trade depression is 
now becoming acute.” It is undoubtedly true that the trade depres- 
sion in England has been distinctly intensified within two years past, 
but these returns do not show it. The addition in one year of 1,192 
paupers to a list of 650,087, is too small to prove of itself anything 
in relation to the condition of the classes liable to require public 
relief. The trifling increase of the English pauper rolls within one 
and two years is really remarkable. It proves, under the known cir- 
cumstances of falling wages and of lack of employment, either the 
very active exertion of private charities, or a great reluctance of the 
people to apply for public relief, or a diffused accumulation of previ- 
ous savings, or possibly it proves all those conditions. 

THE MANCHESTER FAILURE.—The London financial papers give 
the following’ account of the affairs of Heugh, Balfour & Co., who 
were shippers of Manchester cottons to India: 

The liabilities are £ 391,928 and the net assets £ 56,000, In 1869, 
on the late Mr. Balfour’s death, John Heugh liquidated the affairs 
of the old firm and commenced afresh in 1870 with a capital of 
/,40,760. In 1873 this capital was reduced to £252. In 1874 the 
deficiency in capital account was £62,700 which went on increasing 
from year to year, until it culminated in bankruptcy in 1878, with 
a deficiency of £ 345,928. The statements show that this deficiency 
was caused mainly by the drawing of money out of the concern by 
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the partners. John Heugh commenced by drawing out in 1871 
£41,500, or rather more than all the capital. His total drawings to 
1878 amounted to £156,100. Heugh Heugh took out in all £21,400, 
and another partner (Symonds) £21,500. The total takings by all 
the partners were £ 199,000. 

The firm was reported in 1861 to have a capital of one million 
sterling. Mr. Balfour, who died in 1869, had an interest in it of 
£ 300,000. which was paid over to his executors. 

The London Stazzs¢ says: 

Not the least singular part of the deficiency is a sum of £27,307, which 
has been extracted for the expenses of an orphanage, besides £ 6,610 for chari- 
ties and gifts, outlays which no doubt helped to maintain the repute of the firm. 

It is true everywhere of confidence that it is a plant of slow 
growth. It is also true of it in England that it is a plant which 
dies slowly. When an Englishman has once made up his mind, he 
does not like to change it, and he will steadily believe that a bank- 
ing or mercantile firm, the ability of which is once established, is 
still sound and good until he sees it actually blow up. It is for 
this reason that so many concerns run along for years after they 
are mere shells. Times like these break many such shells. 

No such failure as that of Heugh, Balfour & Co., or of the Glas- 
gow Bank, would be possible in this country, although there is even 
here quite too much credulity in respect to large financial concerns. 
But no such childlike confidence exists in this country as was shown 
by the current sales of Glasgow Bank shares at 135 per cent, pre- 
mium twenty-four hours before it blew up with a deficiency of assets 
equal to five times its capital. The actual loss to shareholders in 
Mr. Biddle’s U. S. Bank, from the highest prices, was as great, but 
it was spread over a long period of time and there were successive 
steps in the progress of depreciation. 


SCOTTISH BANK SHARES.—Not long after the failure of the Glas- 
gow banks the London papers made the mysterious statement that 
the Edinburgh Stock Exchange had reduced the quotations of shares 
in all the Scotch banks £20, which could mean nothing else than 
that a reduction was made of twenty per cent. It being the busi- 
ness of Stock Exchanges to transact the operations of buying and 
selling, and to report actual sales and purchases, and not to fix 
prices themselves, it was a little puzzling to understand how the 
Edinburgh Stock Exchange derived its power to reduce the prices 
of all the Scotch bank shares by a uniform per centage. The expla- 
nation is now given in a letter from Mr, Begg, one of the members. 
Immediately after the Glasgow failure, and for the purpose of pre- 
venting a panic, the Stock Exchanges of both Edinburgh and Glas- 
gow were closed for two weeks to any operations in bank shares, 
and no sales were publicly made. Of course, there were private sales 
and at falling and irregular rates. Before the exchanges were again 
opened to dealings in bank shares, lists of what were called current 
prices were published, which were made up by a committee on the 
basis of an assumed uniform fall of twenty per cent. Of this reduc- 
tion, Mr. Begg says that it “as the very least” the committee could 
make in view of known actual sales and offers. 


A Lot oF LAND IN MELBOURNE, 66 feet front and 320 feet deep, 
has been purchased as a site for a banking house for £ 33,000, or at 
the rate of about $7.75 per square foot. This lot was purchased 
from the Government in the early days of Melbourne for £ 16. 
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SCOTTISH FAILURES.—At a meeting of the creditors of the firm 
of Smith, Fleming & Co., Mr. Fleming stated that in 1870 they owed 
the Bank of Glasgow $759,000, and were then in their own opinion 
insolvent, and would have suspended but for the opposition of the 
Bank, the managers of which hoped to carry them through, and 
thus save the debt due to the bank. From that time forward to 
1878, while this debt was constantly growing larger until it reached 
the enormous sum of $7,500,000, the affairs of the firm were con- 
stantly under the supervision of the managers of the Bank, who 
staved off the bankruptcy to the last possible moment, hoping 
against hope that something might turn up to avoid it. These 
statements of Mr. Fleming were regarded by the creditors as shift- 
ing the responsibility of the catastrophe from the firm to the Bank. 

The London 7%mes writes gloomily in respect to the probably long 
continuance of the depressing effects of the Bank failure. It says 
that it took twenty years to liquidate the affairs of the failed 
Western Bank of Scotland; that it is not to be supposed the 
affairs of the Glasgow Bank can be wound up in less than five 
years; that it will be necessary to collect £ 7,000,000, or $ 35,000,000 
from the shareholders; that even if they are able to pay it, which 
is doubtful, it will bring on throughout Scotland a protracted period 
of depression and forced sales of property and numerous insolvencies ; 
and finally, that even if the creditors are at last paid in full, it can 
only be after such delays as will subject those of them who are not 
in a condition to bear delays to discredit and losses. In short, the 
Times insists that even now the full force of the blow is not appre- 
ciated either in Scotland or in London where many of the credit- 
ors are found. 


StAMPe Duries IN FRANCE.—The Paris correspondent of the Lon- 
don Economést says that the Budget Committee of the Chamber of 
Deputies propose to reduce the stamp duties on bills of exchange, 
but that the Finance Minister resists such a reduction, unless they 
will compensate the Treasury by increasing the stamp duty on a 
certain class of cheques drawn on banks. The present French stamp 
duties are ten cex¢émes (one cent and nine mills) when the drawer 
and bank are in the same city, but twice as much under other cir- 
cumstances. The ministerial proposition is to impose the same duty 
on cheques on banks not located at the residence of the drawer, as 
is imposed on bills of exchange. 

The correspondent of the “conomdst says: 

It is to be hoped that the committee wili not give way on that point, for 
the public are becoming only very slowly familiarized with the use of cheques. 
Payments are still generally made in bank-notes and coin, and few tradesmen 
keep banking accounts. A stamp would only prolong the present antiquated 
system of commercial payments, which causes large sums of money to remain 
idle in tradesmen’s tills. 

There are two sides to the question of economizing the use of 
money by the extension of the practice of depositing it in banks and 
making payments by means of checks. The convenience of it is sure 
to cause that system to become constantly more general. But the 
contrary present practice of the French traders, of keeping their 
own money in their own tills, keeps more money in use, and is one 
cause of the well-known greater steadiness of French trade, as com- 
pared with that of England, where the actual use of money is 
reduced to a minimum. 

36 
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MORTALITY RATES IN PARIS.—A writer in the Economéste Francais, 
for the purpose of illustrating how much greater the mortality is in 
Paris among the poorer classes, than among those better off, divides 
the districts, or arrondissements, into four groups, and makes the 
following comparison of the amount of personal taxes on the occu- 
pants of each house in the four groups, with the deaths per one 
hundred inhabitants : 


Annual personal tax Annual per cent 
on occupants of each house, o deaths. 


First group 769 francs. = 1.96 
Second * 2 “ se 2,20 
Third ‘ go - 2.60 
Fourth * - ‘a 2.92 


MunicipAL TAXES IN IrALy.—It is stated in a book just pub- 
lished by M. Korosi, an Italian economist, that the cost of lucal 
Government in the Italian cities last year was 489,585,000 francs. 
Although 201,688,000 of that amount was raised by loans, the taxes 
are very heavy, equal on an average upon real estate, it is said, to be 
thirty per cent. of the rents. In Bologna, they consumed forty-one 
per cent. of the rents, according to the Marquis Pepali. The Paris 
octroi duty of nine francs the quintal on fresh meat is complained 
of as high, but it is twice that in Turin, Rome, Milan and 
Florence. 


GERMANY’S SILVER.—The sudden resumption, in October, by the 
German Government of its sales of silvér at a fraction above 5o0d., 
after announcing all summer that it would not sell below 54d. is, 
of course, only explainable on the hypothesis that the German offi- 
cials have adopted the opinion that silver is more likely to fall 
still lower than to rise. We stated in our last number that they 
have recently supposed that the repeal of the U. S. law, directing a 
silver coinage of from two to four millions per month, was proba- 
ble. We then had it on very excellent authority that the German 
Minister at Washington held that opinion. If he did, he, of course, 
communicated it to the Berlin Cabinet. 

As is well known, Dr. Soetbeer has been the principal adviser of 
the German authorities as to the manner of proceeding in the sub- 
stitution of gold for silver. The opinion is universal and, we think, 
just, that his advice has been bad, or, at any rate, unfortunate, 
from the beginning. The substitution of gold for silver having been 
resolved upon, the sales of silver for the first two or three years 
were very small. They did not become large until silver fell seri- 
ously. Under Dr. Soetbeer’s advice, they are now resumed again, 
just when the India demand is at a minimum. 

We find some of his recent views, as given in the Borsen Halle, 
copied in the London Séatcst. They are, in brief, that the resolu- 
tion of the Latin Union to coin no silver for six years, and the 
determination of the Executive of the United States to keep the 
coinage down to the legal minimum of two millions per month, 
give so bad an outlook for silver that it will not answer to take 
the risk of a revived demand in India. He says: 

The darker the future of silver seems to be, the more urgent is it for Ger- 
many to sell with all possible haste, upon the London and Vienna markets, 
the silver she has still to dispose of, even though the loss should be greater 
than hitherto, and to withdraw at once the thaler pieces, which are still cur- 
rent, from circulation. 
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if Germany uses up, in an enlargement of its subsidiary coinage, 
twenty-five of the sixty or seventy million dollars of silver supposed 
to be left in its circulation, the remaining quantity is not large, but 
if thrown upon the markets with the desperate spirit manifested by 
Dr. Soetbeer, it is large enough to produce a very considerable 
temporary disturbance. It will be less, however, from the fact that 
the Comstock lode is just now yielding comparatively little. 

From Germany, it is denied, by a journal said to be officially 
inspired, that any project of proposing an increase of the subsidiary 
silver coinage has been as yet considered by the Executive Govern- 
ment. There is evidently a difference of opinion about it among the 
German public. Many newspapers insist that at present there is a 
scarcity of small silver. Per contra, the majority of the Chamber of 
Commerce of Upper Bavaria declare that there is no scarcity, and 
they cite in proof of it the alleged fact that the Imperial Bank has 
on hand two and a half million dollars in twenty-pfenning pieces 
(about five cents). This is the first statement we have seen of what 
the coin in that bank consisted. It carefully avoids stating, and it is 
always understood in Berlin to be a State secret. : 


THe LOANS OF AUSTRIA AND HUNGARY, since May, 1868, have 
been contracted and are to be paid by each separately. The public 
debts then existing are treated as common, Hungary’s contribution 
towards the payment of interest being thirty per cent. Within the 
past ten years the Austrian financial management has not been very 
successful, but the Hungarian management has been so much worse, 
or so much more unlucky, that an Austrian gold stock sells thirty 
per cent. higher than a Hungarian gold stock promising the same 
rate of interest. It was reported in Vienna, in the early part of 
November, that Hungarian stocks were so much out of public favor 
that the Rothschilds had refused to accept them as collateral secur- 
ity for loans. However that may be, it is certain that the Hunga- 
rians are clamoring to have the funds for the Bosnian occupation 
raised by a joint loan of Austria and Hungary, as the only open 
way out of the difficulties of the financial situation. 

METALLIC CIRCULATION OF HOLLAND.—In an article in our last 
number upon the proportion of silver to gold in the Dutch circula- 
tion, we stated that it greatly exceeded the proportion of silver to 
gold in the French circulation. In a recent number of the S7z</e, 
M. Cernuschi says: 

In Holland, gold has been a legal tender for only a short time, and very 
few gold florins have been coined, while there are at least 350 millions of 
silver florins in circulation. 

In Paris, the information on that subject ought to be very nearly 
exact, but M. Cernuschi probably refers to both Holland and its 
great West Indian possession (Java), in stating the circulation of 
silver florins at 350 millions. European Holland has a population of 
Only 3,700,000, or one-tenth of that of France, and can hardly have 
a silver circulation of 350 million florins added to (perhaps) forty 
millions of gold florins. The two amounts would be equal to 
$ 156,000,000. The metallic reserve of the National Bank of the 
Netherlands averages about 120 million florins. 

Holland has been an exclusively silver country since 1847, as in 
fact it had been for two centuries, with the short interval between 
1816 and 1847 when it was on the double standard. In 1875 Holland 
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made gold a legal tender as well as silver, and decreed that no 
more silver should be coined except at the discretion and for the 
account of the Government, and it is understood that none has in 
fact been coined since. By the end of 1876 the coinage of gold 
amounted to 56,911,060 florins. During 1877 none was coined and 
probably none has been since. The Dutch florin is about forty cents. 
During the past year Holland has exported more gold than it has 
imported. 

Of course, silver bullion rates in Holland relatively to gold bullion, 
as it does in other markets, but the Dutch silver florin is at a parity 
with the Dutch gold florin, just as in France four silver five-franc 
pieces are the market equivalent of one gold piece of twenty francs. 

In the French case, silver coins float at a market parity with gold 
coins, the silver coins being at least two-fifths of the whole amount 
of coined money. In the Dutch case, a very much larger propor- 
tion of silver coins are maintained at a parity with gold coins. But 
in comparing France and Holland with the United States, we must 
remember that they have more realized cash capital and are both 
creditor countries, and are less exposed to drains of the precious 
metals. It is, therefore, not safe to assume that we could maintain 
as great a proportion of silver coins at a parity with gold. We can 
tell better after a trial of it. It is a new experiment in metallic 
money. The only thing which seems to be clear is that for three 
or four years, with an annual silver coinage of $25,000,000, there is 
no reason to apprehend any depreciation of it. 


RUSSIAN TRADE AND FINANCE.—In the recent annual cotton cir- 
cular of Ellison & Co., of Liverpool, it is stated that Russia is the 
only bright spot in the condition of the cotton manufacture on the 
continent of Europe. All the Russian mills are active, consuming 
more cotton than ever before, and selling their productions at good 
and advancing prices. It is true that they are sold for paper 
roubles, and that the continuing depreciation of that currency may, 
by-and-by, be productive of abundant evils. But for the present, 
the operation of it is stimulating, just as our greenback money was 
when it was in the expanding stage. 

The British Mercantile Gazette, of November 15, says: 

Reports received from the interior of Russia represent the state of trade and 
manufactures as being most satisfactory. The fairs at Nishni-Novgorod and 
Charkoff were very successful, and the factories in the Government of Vladimir 
have had a iavorable year. 

With the exception of an increase of the tobacco tax, and even 
that did not come into operation until last January, the Russian 
Government has put off the evil day of imposing taxes to meet war 
expenses. But it cannot be put off forever, unless a bankruptcy is in 
contemplation. On the 16th of November, the Finance Minister 
presented his plan of new or increased taxes, which he expected to 
yield fifty millions of paper roubles, equal to about twenty-five mil- 
lions hard dollars. He proposes to obtain eighteen or twenty of 
the fifty millions from the railroads by taking thirty per cent, of 
the gross proceeds of their passenger and fast freight business, and 
eight per cent. of their slow freight business. He proposes to get 
fifteen or twenty millions from Custom House and excise dutes on 
spirits, and three millions from import duties on raw cotton. 
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THE INTERNATIONAL MONETARY CONFERENCE. 
REPORT OF THE U. S$, DELEGATES, 


We print below the principal portion of the report made to the President 
by Messrs. Fenton, Groesbeck and Walker, delegates from the United States to 
the Paris Monetary Conference last August. There is scarcely anything omit- 
ted, except the resolutions of the Conference and the response made thereto 
by the American delegates, both of which were printed in the BANKER’S MAGA- 
ZINE of October last : 


The early sessions of the conference disclosed two facts: First, that political 
complications would combine with economical objections to prevent the accom- 
plishment of the immediate object of the act under which your commission was 
constituted, namely, the establishment, by international agreement, of a fixed 
ratio, in the coinage, between gold and silver; second, that the views of the 
delegates from the majority of the countries represented, and especially the 
more populous and territorially extensive countries, were favorable to the ulti- 
mate object of the act, namely, the restoration of silver to its rank as money of 
full power in Europe and America. 

In the latter respect, the congress of 1878 presented a strong contrast to its 
sole precursor, the monetary conference held in Paris in 1867. That confer- 
ence, animated by a controlling desire to secure a uniformity of money prices 
among the nations there represented, and deeming that it saw in gold mono- 
metallism the means of doing this, recommended that policy, with very little 
consideration of the sacrifices it would require from production and trade. By 
an almost unanimous vote, that conference pronounced in favor of gold, silver 
to be retained as money of full power only during the period of transition to 
gold, which might be longer or shorter in the case of different states. 

It was the unmistakable sentiment of this conference, convoked by the United 
States, that the demonetization of silver had proceeded farther than was com- 
patible with the interests of Europe and America; and while diplomatic consid- 
erations prevented the formal declaration of any opinion which would have been 
offensive to the minority, the conference did not hesitate to declare that the 
monetary functions of silver ought to be maintained as well as those of gold. 
Mono-metallism, in the sense of the conference of 1867, was advocated in that 
of 1878 by only three delegations, none of which represented populous states. 

In this connection the position of England is worthy of especial remark. 
That nation had set the example of demonetizing silver, and after the confer- 
ence of 1867 recommended the general adoption of gold mono-metallism, the 
chancellor of the exchequer, in Parliament, congratulated the country that Eu- 
rope was preparing to follow in the same course. The conference of 1878 was 
attended on behalf of Great Britain by a delegation eminent for experience and 
economical authority, whose chairman, the head of the parliamentary committee 
of 1876 on the ‘depreciation of silver,” declared that universal gold mono- 
metallism was not only utopian, but would prove a false utopia; that the con- 
sequences of German demonetization had been greatly to derange trade and 
disturb international exchange; and that were the movement for the rejection 
of silver as money of full power to proceed from state to state the results 
would not be less than disastrous. 

It is as the greatest commercial nation of the world that England has had 
especial occasion to experience the necessary effects of the demonetization of 
silver; and it is to the severity of that experience, even in the first stages 
of the movement, that the conference of 1878 owed the earnest warnings 
against further progress in the same direction which were given by the En- 
glish commission. Under the bi-metallic system which remained in force in 
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l'rance and the countries associated with her until suspended in consequence 
of the German demonetization, these countries acted as ‘‘equalizing machines,” 
taking the metal which fell and selling the metal which rose, and thus kept 
the relative value of the two close to a given point, viz., one ounce of gold 
for fifteen and a half ounces of silver, the ratio fixed by the French coinage 
law. Thus it was, and thus only it could have been, that silver came to 
have a so-called ‘‘normal price” (of nearly 61¢. per ounce at the British 
standard), from which it never departed widely prior to 1873. 

The effect of the German demonetization, and of the closing of the mints 
of the Latin Union to silver, has been to destroy the par of exchange be- 
tween Europe and Asia; to introduce into the commercial dealings of two of 
the great divisions of the world a degree of uncertainty making trade highly 
speculative, the fluctuations in the price of silver often far exceeding the 
usual rates of business profits. The intercourse between gold countries and 
silver countries has thus been subjected to difficulties precisely the same in 
kind as those which beset the intercourse of specie-paying nations with these 
suffering, from an irredeemable paper circulation. These difficulties, it is mani- 
fest, must be perpetuated in time and aggravated in degree should the move- 
ment for the rejection of silver continue. We have here the explanation of 
the change in the attitude of England since 1867, and of the willingness of the 
delegates of that country in 1878 to assist, so far as could be done without 
compromising the position of England as a gold-using state, in promoting the 
use of silver equally with that of gold. 

The states which had, in the past, performed this grand service to the 
world appeared in the conference of 1878 with a divided opinion; and it is, 
we think, to the delicate relations, political and financial, of the Latin Union, 
that the failure of the conference to adopt any positive measures is primarily to 
be referred. 

Switzerland appeared as the uncompromising advocate of gold mono-metallism 
for Europe. 

The delegation from Belgium, also, was unfavorable. The position of this 
state was a source of disappointment. Of late years Belgium, as a member of 
the Latin Union, has supported the bi-metallic principle. Into the causes which 
resulted in a delegation at the present conference openly favoring gold mono- 
metallism it would not be proper for your commissioners to inquire; but 
whether these causes were economical or political, the defection of Belgium 
at this juncture proved a most serious* obstacle to the accomplishment of the 
mission with which we were charged. Not only did it substitute a hostile 
for a friendly vote; not only did it deprive the metallic cause of some of 
its ablest champions, but in view of the crisis in the affairs of the Latin 
monetary union, involved in the necessity imposed upon its members of de- 
ciding before January 1, 1879, whether the union shall be dissolved the year 
after or shall be continued, the changed attitude of Belgium made the French 
delegation solicitous that nothing should be done in the conference which 
should drive any state into revolt. 

While thus the two smaller Latin states appeared with views opposed to 
the object of the conference, France, the leading state of the union, declared 
through her finance minister, the president of the conference, that, in sus- 
pending the coinage of silver, she did not incline to the single gold standard, 
but, on the contrary, she occupied a position in which she might await the 
favorable moment to re-enter upon the system of the double standard.* 

Italy, the next state in population and wealth within the union, occupied, 
througnout the conference, the most advanced ground in defense of the bi- 
metallic system, 

*In the French Chambers, at the time of the suspension of silver coinage, there were long 
and earnest debates concerning the meaning and effect of this measure. Was it a movement 
toward the gold standard, or was it a provisional condition which would commit France to 
await the favorable moment for re-entering upon the double standard? The government made 
a full explanation on this point. It declared very categorically that we were not proceeding 
towards the single standard of gold. We are, in its view, in a situation of expectancy, a situa- 
tion which we shall not abandon, except for good reasons, when they present themselves, and 
then probably to return to the system of the double standard.’’ (Remarks of Mr. Leon Say. 
Third Session.) 
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The Kingdom of Greece, which in 1868 became a member of this union, an- 
nounced its full accession to the views of France, as expressed by the president 
of the conference. 

Austria-Hungary was hardly less pronounced than Italy in asserting the im- 
portance of maintaining the monetary functions of silver, and committed itself 
unreservedly to the principle of the concurrent circulation of the two metals by 
virtue of laws establishing a ratio between them. 

The Government of Russia, through its delegate, announced its intention to 
reserve its decision upon the questions before the conference until such time as 
it should be prepared to resume specie payments. 

A disposition was manifested by some of the advocates of gold mono- 
metallism to make it matter of disparagement that the advocacy of silver 
came so largely from states laboring under financial embarrassments and _ suf- 
fering the circulation of irredeemable paper money. The delegation of the 
United States, however, refused to admit this as a valid objection. That 
states heavily burdened with debts, representing the cost of wars, of vast 
military establishments, and extensive public improvements, should earnestly 
protest against a financial policy which, by diminishing the stock of gold and 
silver in which debts may be discharged, must greatly enhance the weight 
of those obligations, and make taxation more oppressive, certainly affords no 
justification for reproach. 

We conceive that there can hardly be dissent from the proposition that it 
would be both a political wrong and an economical injury of the gravest 
character to adopt a monetary policy which should increase the pressure of 
debts by diminishing the amount of the precious metals in which they may 
be paid. With the enormous public debts of Europe and America, amount- 
ing to not less than twenty thousand millions of dollars, contracted at a time 
when silver formed an important part of the monetary circulation, the project 
to reduce that metal to the rank of token money, allowing it to remain in 
Europe and America only as the small change of retail trade, and banishing 
the residue of the accumulated stock to India and the East, is one which 
might well arouse the liveliest apprehensions of public disaster. So far from 
accepting it as a reproach that the states referred to gave a cordial support 
to the proposition of the United States, your commissioners hold it to be a 
legitimate argument that the retention of silver would greatly facilitate the 
resumption of specie payments by all countries having a forced circulation of 
paper, a result primarily of great importance to themselves and to be desired 
by the commonwealth of nations. 

The position of Holland at the conference was one of great interest. The 
senior member of the delegation, Mr. Vrolik, president of the Netherlands 
Society for the Promotion of Industry, was unavoidably absent; but at the 
last session he by telegraph authorized the presentation to the conference of 
his address of July, 1876, to the King of Holland, recommending an inter- 
national monetary conference, for the purpose of establishing the bi-metallic 
system throughout the civilized states. 

The remaining member of the delegation, Mr. Mees, president of the Neth- 
erlands Bank, is a well-known economist, who in 1872 advocated the adop- 
tion of a monetary union between the nations of Western Europe, establish- 
ing the ratio between gold and silver of 1 to 15%. In consequence, how- 
ever, of the action of Germany in rejecting the use of silver and precipitating a 
large stock of it upon the mints of the neighboring states, Mr. Mees appeared 
at the conference in opposition to free coinage, declaring that while England 
and Germany adhered to gold mono-metallism, Holland, standing between them 
both geographically and financially, must conform to their action. 

Under the explanation of the terms of the invitation given by the United 
States minister at London, delegates had been appointed by the Government of 
Sweden and Norway, with instructions to refrain from participatiag in measures 
which might compromise in any way the mono-metallic position of those 
states. 

The foregoing enumeration comprises all the states from which delegates ap- 
peared at the conference. The Empire of Germany was not represented. 
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The United States appeared at the conference at a disadvantage, by reason 
of the belief, quite commonly entertained in Europe, that the action of Con- 
gress had been mainly determined by the consideration that the United States 
are largely producers of silver. This opinion exhibited not a little vitality, and 
your commissioners found it necessary to combat it. They showed that not 
only has the Government of the United States no royalty on the production of 
the mines of the precious metals, but that, through the absence of any accu- 
mulated stock, it has in fact far less of a special interest in the question under 
consideration than many, or even most of the states represented in the confer- 
ence ; that the effect of a given decline in silver had been, and would continue 
to be, a more serious loss to the accumulated wealth of France, Belgium, Hol- 
land, and especially Great Britain, through its Indian dominions, than to the 
United States; that as a branch of industry the production of silver is but one 
of many occupations to which our available labor and capital have hitherto been 
inadequate ; and that even as a debtor the United States, a country of vast un- 
developed resources, could better bear the weight which would be added to its 
debts by a diminution of the money supply of the world than could other states 
with less recuperative power and a narrower margin for future growth. 

Your commissioners have reason to think that these views, during the course 
of the conference, prevailed over the opinion referred to respecting the motives 
which had actuated the United States in the recent legislation respecting silver. 
They believe that the European delegates came to fully recognize the prepon- 
derating motive of that legislation as springing from a general interest in an 
undiminished money supply, and not from the wish to support a particular 
branch of American industry. We are glad to report that the allegation so er- 
roneously made that the act of February 28, 1878, was passed as a measure of 
partial repudiation, and with the object of paying the debts of the United 
States in money of inferior value had made very little impression on the pub- 
iic mind of Europe, so far as could be judged from the tone of the confer- 
ence. 

Such being the attitude of the nations represented at the conference, so gen- 
eral the consent that silver should not cease to be money of full power in [u- 
rope and America, so almost universal the abandonment of the Aropaganda of 
gold mono-metallism, it seemed to the American delegates, as it had to Con- 
gress in the enactment of the law under which the conference was invited, that 
measures should be adopted to restore silver to its rank as a money metal. 
An object of so much importance would justify some sacrifice, should it be 
found necessary, and the encountering of some risks, in a movement out of the 
false position into which the civilized world had been brought by the hasty po- 
litical action of Germany. Your commissioners did not fail to urge the adop- 
tion of a policy of courageous action. But this policy was not accepted, and 
whatever the causes which disinclined some of the countries most firmly adher- 
ing to the principle of a bi-metallic circulation to accept it, it was apparent 
that the two following were especially influential in preventing action at the 
present time. The first was the existence of the German stock of silver still 
remaining, and now estimated by high authority at about $75,000,000. Mr. 
Feer-Herzog, the distinguished delegate from Switzerland, was disposed to deny 
to the German stock any considerable influence upon the general market of sil- 
ver; but the delegations from England and France were agreed in attributing 
to it great importance in its bearing on the price of silver, and on the practi- 
cability of a resumption of free coinage by the bi-metallic states. Mr. Gibbs, 
former governor of the Bank of England, declared the influence of the German 
stock upon the silver market to be very serious.* In his view, in which the 


*“*The German stock was not like silver in the bowels of the earth, to be extracted at the 
cost of certain labor and capital, but was a definite quantity held by the sellers, who could 
sell whenever they chose. It was a weight thrown into the balance, necessarily damaging the 
equilibrium between gold and silver. An abnormal quantity, whether large or small, beyond ordi- 
nary production and consumption, must always depress the market. ‘The portion of German 
siiver already sold had lowered the price, and the portion unsold was the cause of the con- 
tinued fall. It could not be compared with the total production of the world, but only with 
the surplus which each State had to sell after satisfying its own wants, and the German stock 
was very large in proportion to this. Until that stock was exhausted it would be impossible to 
predict what the value of silver would be.’’? (Remarks of Mr. Gibbs, Fourth Session.) 
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French delegates substantially concurred, this body of silver hung like an ava- 
lanche over the market, and exerted a permanently depressing influence upon 
the price of that metal. The existence of this large accumulation in a single 
hand, subject to instantaneous control, would also, in the opinion of the same 
authorities, render exceedingly dangerous the resumption of silver coinage, inas- 
much as the whole mass of it might be precipitated upon the mints of the bi- 
metallic countries, with the probable result of breaking down their system at an 
early date, and also enabling Germany to dispose of its stock upon advanta- 
geous terms—a feature which did not seem to be contemplated with satisfac- 
tion by any considerable portion of the conference. 

The second cause which was largely influential in producing the conviction 
that present action for resuming the general use of silver was inexpedient was 
found in the wide divergence between the market rate of silver and the mint 
rate generally prevailing in countries having a bi-metallic system. With gold 
ruling at 17.50 to 17.75 in terms of silver, it was held by the majority of 
the conference to be unsafe to coin silver at I to 15.5, or any other ratio 
near to that. In view of a divergence so wide it was thought impossible to 
bring the market ratio up to the legal ratio merely by opening the mints to 
silver. It was, indeed, admitted, as expressed by Mr. Goschen, that the 
position involved a ‘‘vicious circle, states being afraid of employing silver 
on account of the depreciation, and the depreciation continuing because states 
refused to employ it.” (Remarks of Mr. Goschen, third session.) But from 
the joint effect of these two causes, it was the disposition of the European 
delegates, even of those most favorable to the restoration of silver to its 
proper monetary function, to observe events and await the melting away of 
the mass of German silver, and a fortunate turn in the quotations of silver, 
due to a diminution of the supply, or to the continued effect of the East In- 
dian demand. 

In answer to these views, presented by men to whose judgment great respect 
was due, the delegates of the United States urged, first, that a policy of ex- 
pectancy is in danger of passing into a policy of endurance ; secondly, that in 
the present situation there was a temptation to individual states like Belgium, 
Holland, or France, having considerable supplies of silver, to anticipate each 
other’s action and dispose of their stock, more or less suddenly or surrep- 
titiously, which course, should it be resorted to by a single state, might 
inaugurate a panic and depress silver to a point which would involve incalcu- 
lable disasters. * 


The interests involved in the retention of this metal being, then, so great, 
and the danger from delay so manifest, it was urged that something should 
be done at once, and that the necessary cost and risk of an effort to re- 
store it to the rank of which it had been deprived by the political action 
of Germany and the closing of the mints of the Latin Union should be un- 
hesitatingly incurred by the nations interested. If, according to the view pre- 
viously expressed, the German stock were, indeed, so important a factor in 
the financial problem, the provisional accumulation of silver bullion in public 
treasuries, in definite proportions as should be agreed upon among the states 
consenting, might be made the means of absorbing this mass, without en- 
countering the risks apprehended from coinage. This would involve a certain 
definite expense and a temporary loss of interest on the amount so held, but 
these should be regarded as trivial in comparison with the advantages which 
might be expected to result, or with the possible mischief of a failure of the 
attempt to carry on coinage. When it is considered into how vast a body of 


‘From a commercial point of view the existence of this mass of coined silver, which is there 
all ready, of which man is already master, which he holds under his hand, and can let go or 
hold back as he wishes, according to the course of events, exercises an influence far more 
decisive than that of a mass of silver which is not produced, and which does not arrive in the 
ae market except gradually—a little at a time.’’ (Remarks of Mr. Leon Say, ‘Third 
Session, ) 

*“Tf other States were to carry on a fJrofaganda in favor of a gold standard and the 
demonetization of silver, the Indian Government would be obliged to reconsider its position, and 
might be forced by events to take measures similar to those taken elsewhere. In that case a 
scramble to get rid of silver might provoke one of the greatest crises ever undergone by com- 
merce.””, (Mr. Goschen’s remarks, Third Session.) 
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commercial transactions disorder has been introduced by the destruction of 
what is termed the ‘‘normal price” of silver, and consequently of a par of 
exchange between the gold countries and the silver countries, the neutralization 
of the German stock.* which otherwise might appear formidable, would be 
seen to be the part of common prudence. 

Your commissioners trust that an examination of the journal of the conference 
will show that they urged the adoption of a policy of action, and proposed, on 
behalf of the United States, liberal contribution and co-operation in the work 
of re-establishing silver in its function as money. 

The causes which have been referred to, however, proved sufficient to pre- 
vent concurrent action at this time. 

An unfortunate feature of the situation was found in the existence of irre- 
deemable paper money in three of the countries seemingly most deeply inter- 
ested in maintaining the monetary vole of silver. This fact, if it did not dimin- 
ish the moral authority with which the delegations of those countries could en- 
ter into such a conference, would at least greatly impair the practical value of 
any co-operation they might proffer. 

In speaking of the obstacles which prevented an agreement as to the re- 
sumption of silver coinage, or the establishment of a legal ratio in the coinage 
between gold and silver, your commissioners do not desire to be understood 
that all the delegates who have been mentioned as showing themselves favora- 
ble to the continued use of silver as money admitted the practicability of a 
concurrent circulation of the two metals in the same country, or professed a 
willingness to recommend to their governments action to that end, The En- 
glish delegation, while strongly deprecating the crusade against silver, neverthe- 
less declared that England would not recede from the monetary legislation of 
1816 establishing the ‘‘single gold standard.” At the same time they claimed 
that England had done more for silver than any other power by refusing to 
limit the rupee coinage in India, and submitting to all the losses, both to trade 
and to government revenue, resulting from the depreciation of silver. The re- 
marks we have made above refer, therefore, only to those countries which 
stood committed, more or less fully, to the concurrent use of the two metals, 
but deemed themselves precluded by the considerations detailed from under- 
taking at the present juncture any practical measures for the full restoration of 
silver. 

As it was early in the course of the proceedings shown to be impossible, 
under the complications existing, to secure an agreement for giving circulation 
to silver as money of full power, your commissioners assented to the views of 
leading members, afterward embodied in the response made to the propositions 
of the American delegates, that it was useless to discuss the particular ratio — 
whether 1 to 15.5, I to 16, or some other— which should be adopted were a 
monetary union to be formed. Your commissioners were unanimous in _believ- 
ing that any particular ratio, without provision for actual coinage thereupon, 
would be futile; while with provision for coinage, creating a demand for the 
metal, any one of many ratios within reasonable limits of choice might be up- 
held to the benefit of the industrial and commercial world. 


*“ If this same sum were in the United States Treasury, in place of an equai amount of 
gold, the aggregate stock of silver would be unaltered, but this £ 15,000,000 would no longer 
weigh upon the market, and silver might be restored to a normal position.’’ (Remarks of 
Mr, (soschen, Third Session.) 


Surety.—A promissory note indorsed, due and unpaid, was replaced by a 
bond executed by the maker and indorser of the note to secure the same debt. 
/feld, that the indorser, though in form a principal, was in equity only a surety 
on the bond. AMerriken vs. Godwin, 2 Del. Ch. 236. 
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THE PURCHASE OF NOTES BY NATIONAL BANKS. 


SUPREME JUDICIAL COURT OF MASSACHUSETTS, SEPTEMBER, 1878. 


National Pemberton Bank vs. Porter. 


The defense that a promissory note sued upon by a National bank has been pur- 
chased by it in violation of the National banking law cannot be set up in Massa- 
chusetts. 

Action upon a promissory note for $10,000, payable to defendant, Edward 
kf. Porter, or order, and by him indorsed, waiving demand and notice. At the 
trial in the court below it appeared by the testimony of the president of the 
plaintiff bank that the note in suit was purchased of one Benyon, president of 
the Exchange Bank, Boston, and full value was paid for it. “The defendant did 
not deny the signatures of the makers or of the indorser. The defendant con- 
tended, and asked the judge to rule, that upon the evidence the action could 
not be maintained; that the plaintiff, under the laws of the United States 
relating to National banks, had no power or authority to purchase the note in 
suit; and that, therefore, it had no title to the note. The judge declined to 
tule as requested; and directed the jury to return a verdict for the plaintiff. 
The defendant alleged exceptions. 

1. W. Howes, for defendant. 

D. & C. G. Saunders, for plaintiff. 

LorD, J. The plaintiff bank brings this action against the defendant as the 
indorser of a promissory note. The note is in the possession of the bank as the 
holder of it. The defense is that the plaintiff purchased the note of one 
Benyon; that the plaintiff is a National bank; that a National bank has no 
authority to buy a promissory note; that the purchase of it was, therefore, 
ultra vires, and the conclusion of law which the defendant claims to be the 
legal result of these facts is, that no action can be maintained upon the note 
by the bank. It is important that we do not confuse our ideas by the use of 
words, and it is, therefore, necessary to determine what is the exact contract in 
suit The contract is in writing. In form it is a negotiable promissory note. 
Its legal effect is an absolute agreement on the part of the maker to pay to 
the payee, or to any indorsee of the instrument a sum certain on a day certain ; 
while it is also a conditional promise on the part of the indorser to the indorsee 
to pay the same sum upon the default of the maker and due notice to him- 
self. In this case, it is conceded that such condition has been performed or 
waived, so that the promise of the indorser has become absolute. On these 
points there is no controversy. The contract, therefore, in itself is one which 
may lawfully exist between these parties. It is the precise contract which 
exists between the parties as to every note discounted by a bank in the ordinary 
course of banking business which National banks are authorized to transact. No 
claim is made that the promise was not made upon a full consideration, or that 
any fraud was practiced upon any party to the contract, or that it has been 
paid; or that any equities exist between the maker or any indorser and the 
holder; or, that under the form of a lawful contract was concealed any usurious 
device; so that the contract in itself has no taint of usury, of fraud or illegality. 

What is the contract which, it is said, is altva vires? Not the contract in 
suit, but another contract, to wit: the contract with Benyon, who is not, in 
any sense, a party to the contract in suit; nor is it necessary to the mainten- 
ance of this action to connect him with it. 

The contract with Benyon, assuming such a contract to have been made, 
and for the purposes of this discussion, assuming it to have been wétra vires, is 
Not executory; this suit is not to enforce it; but it has been fully and com- 
pletely executed. It is true that the contract with Benyon was one of which 
the contract in suit was the subject-matter. The question, then, arises, can a 
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party to a contract, in itself lawful, and into which all the parties to it had 
authority to enter, be made null, or be incapable of enforcement, because the 
plaintiff has entered into, and fully performed with another and totally distinct 
party, a contract in reference to it which was unauthorized, even though by 
such a contract he becomes a_party to the contract in suit ? 

There is nothing of mystery or of sanctity in the use of the words of a dead 
language—al/ra vires; and although it is a concise and convenient form by 
which to indicate the unauthorized action of artificial persons with limited 
powers, still it is as applicable to individual as to corporate action. An illegal 
act of an individual is as really «dra vires as the unauthorized act of a cor- 
poration. We do not see in what respect there is any difference in legal effect, 
between the obtaining of a note by an individual or by a corporation, if it be 
obtained wrongfully. 

Applying the rule to a natural person, would it be a defense by a maker of 
an unpaid promissory note, to prove that the plaintiff obtained the note in a 
fraudulent bargain? or that the plaintiff took it from one not a party to it, in 
payment for intoxicating liquors illegally sold? or that he took it from a 
third person in discharge of a gaming debt? or in any transaction in which 
the person had no right to be engaged? These are all cases in which the 
party would acquire his title by transactions beyond his authority. These are 
questions which, under the law of this Commonwealth, it is not necessary to 
decide or consider. In this Commonwealth it is not necessary that the plaintiff 
in a suit upon a promissory note should have the legal title, or beneficial 
interest in the note, nor, indeed, that he should have any title or any interest 
in it. Adjudications of this point, commencing with Ziéle vs. O’Brien, 9 Mass. 
423, are scattered through more than a hundred succeeding volumes of reports, 
embracing a period of about seventy years, which have been unquestioned 
during all that time, and are duly recognized as the law of this Commonwealth. 
In Little vs. O’ Brien this very question of wétra vires was raised by the defend- 
ant, and both the question whether a contract with a corporation was wltra vires, 
and whether a plaintiff having no title could sue, was raised and elaborately 
argued for the defendant by Mr. Story, who afterward, and for so long a time, 
adorned the bench of the Supreme Court of the United States. The cause was 
argued before that eminent magistrate, Chief Justice Parsons, and his distin- 
guished associates, Justices Sewall and Parker. In announcing the decision the 
court uses this suggestive language: ‘‘Whether for this misbehavior of the 
corporation the government might not seize their franchises, upon due process, 
is a question not now before us.” In Chester Glass Co. vs. Dewey, 16 Mass. 94, 
there was a claim for goods sold and delivered to the defendant, and among 
other defenses was the defense that the sale of the goods was wltra vires ; 
that by their charter the plaintiffs were prohibited from engaging in such a 
trade; and in addition it was claimed that the corporation was never legally 
organized, and therefore had no existence as such. As to the last objection, it 
was said that even if it existed it would not be open to a member of the 
corporation, which had been in operation de facto, doing business for a number 
of years. In relation to the claim that the sale of goods was wltra vires, 
Parker, C. J., after expressing a conviction that the sale as made was not a 
violation of the spirit and intention of the act of incorporation, adds: ‘* But 
the Legislature may enforce the prohibition by causing the charter to be 
revoked, when they shall determine that it has been abused.” Without deeming 
it necessary to decide that these two cases are authority for saying that it is 
not open to an individual to raise the question whether a collateral act of a 
corporation is within its corporate power, it will be found when that question 
is directly presented, that there are many decisions of courts which tend to that 
result. 

In this Commonwealth, the only qnestions which are involved are: /i7st. 
Has the plaintiff legal capacity to sue? Svcond. Is the plaintiff the holder of 
the negotiable note declared on? On neither of those questions can there, in 
this case, be any doubt. Even if it were necessary to show that the contract 
was one which the plaintiff is competent to hold, then,-as we have alreacy 
seen, this contract is such a one ; and the fact that the holder became possessed 
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of it in the manner claimed is a wholly immaterial fact. To illustrate further 
the fact that it is not necessary that the plaintiff bank be the owner of the note 
in order that an action may be maintained upon it, suppose that this note had 
been discounted in the ordinary course of business, and the bank had filled the 
blank indorsement, as at any time it had authority to do, and as before judg- 
ment is entered it is proper to do, by writing over the indorser’s name the 
words ‘*pay the within to the National Pemberton Bank,” and under its 
authority to negotiate the note, it had transferred it, without indorsement, for 
its full value, to a third party; such third party could maintain an action upon 
it in the name of the present plaintiff, although the present plaintiff has no 
interest in it. Suppose, for the sake of argument, that the plaintiff is not the 
bona fide holder of the note within the meaning of that phrase, when used in 
law in relation to the holder of a negotiable promissory note, what would be 
the result of such admission? Simply this, that any defense might be made to 
the note which could be made between any of the parties to it, as between one 
another, nothing more. But in this case there are no equities which could be 
pleaded to the note in the hands of any party. 

If the act of purchase was wholly unauthorized, the utmost legal effect is 
that the transaction was wholly void, and Benyon is still owner of the note. 
What then? The most that could be clamed is that the bank receives the 
payment of it in trust for the real holder, precisely as it would if it had 
recovered the amount as in the case above supposed, after it had sold the note 
to a third person. With the equities between such parties, this defendant has 
no concern. It is said that if this be the correct view of the law, the 
statute in relation to usurious contracts would be nullified. That a bank 
could say to a customer, ‘‘we cannot discount this note, but we will buy it,” 
and thereupon does buy it, at a rate at which they were not authorized to dis- 
count it, and thus avoid the penalty of usury. Such result by no means 
follows. If, in this case, the intervention of Benyon were a mere device for 
the purpose of obtaining, as between the original parties to the note, a loan of 
money at a usurious rate of interest, the question presented would be a very 
different one. There is here no such claim or pretense. The amount given 
for the note was the face of the note, less the legal interest from the time of 
the alleged purchase to the maturity of the note. There are, however, other 
appropriate considerations in such case. The suit, then, must be between the 
parties to a wrongful contract still executory; and whether in such case the 
plaintiff would not be estopped to deny that such contract arose in any other 
mode than by discount, we must not discuss. It is quite sufficient to deal 
with questions as they arise, without speculating upon what would be the 
legal effect of a totally different condition of facts. 

Two cases have arisen in Minnesota, one in 1876, /armers and Mechanics’ 
Bank (which was a State bank) vs. Baldwin, the other in 1877, First National 
Bank of Rochester (which was a National bank) vs. /%erson, in each of which 
it was decided that the plaintiff could not recover upon a promissory note 
purchased by it, because such purchase was w/tra vires, and consequently con- 
ferred no title to the note. If we accept the result of these decisions, there is 
nothing in either of them in conflict with these views. By the law of Minne- 
sota, no action can be maintained upon a chose in action except by the real 
owner; and, as will be seen by references to those decisions respectively, the 
question which the court passed upon was whether the plaintiff acquired a 
title to the note in suit. In Farmers and Mechanics Bank vs. Baldwin, 23 
Minn. 198, the discussion of the subject by the court is thus opened:  ‘* Inas- 
much as the ownership of the note by the plaintiff is put in issue by the plead- 
ings, the question necessarily arises whether the plaintiff had the corporate 
power to make the purchase in the manner it did, and whether by such alleged 
purchase it acquired any title which it could enforce against either the maker 
or Baldwin, the indorser.” And the concluding paragraph of the opinion com- 
mences thus: ‘* Having no corporate capacity to make the contract of purchase 
the plaintiff never acquired any title to the note in suit,” etc. 

In First National Bank vs. Pierson, 24 Minn., the finding of the court 
below, which came before the Supreme Court for revision, as quoted by the 
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judge who delivered the opinion, was, ‘‘that the plaintiff, a National bank 
corporation, had no authority to purchase or traffic in promissory notes as choses 
in action, and did not in law acquire, by the supposed purchase, any title to 
the note in question, and cannot recover in this action.” The judge then, 
having previously referred to the fact found by the court below, that the 
plaintiff purchased the note, proceeds: ‘*Upon the fact thus found it will be seen 
that the only question presented is whether a National bank, created . . . 
is authorized to deal or traffic in promissory notes as a species of persona 
property, or to acquire any title to such paper by a purchase.” It appears, 
therefore, that in those cases the only question raised was the question of 
title to the notes in the plaintiffs; and that question, as we have seen, is, in 
this Commonwealth, wholly immaterial; for we have no such statute as the 
statute of Minnesota requiring a suit to be brought in the name of the real 
owner of a chose in action, and it is the established law that the holder of a 
negotiable promissory note may bring suit upon it, whether in law or in fact he 
be or be not the real owner of it 

There is also the case of Rohrer vs. Turril/, 4 Minn. 407, in which the 
defense to the note was that the plaintiff was not the owner of the note, but 
had disposed of it to a third person in fraud of creditors, The court say that 
the fact that the plaintiff had disposed of the note to a third person is a 
complete defense to the action, and add that it is no concern of the defendant 
whether that disposition was fraudulent or not; as he had not paid the note, 
but owed it, it was not a matter for him to inquire by what arrangement it 
went into the hands of a third party; the actual transfer was to him a 
perfect defense, and the court cannot avoid suggesting the incongruity of 
the claim of the defendant, that the title of the third party was fraudulently 
obtained, which, if competent, would simply show that such transfer passed 
no title, and that the suit was properly brought in the name of the plaintiff, 
who would be the real owner in such case. 

We are, therefore, of opinion that there was no error in the refusal of 
the presiding justice to rule as requested by defendant’s counsel. The ruling 
asked was, upon the facts of the case, a wholly immaterial one, upon which 
the court was not called upon to make any ruling. 

Kxceptions overruled. 


THE TRANSFER OF CHECKS THROUGH A FAILING 
BANK. 


SUPREME COURT OF INDIANA—NOVEMBER, 1878. 


First National Bank of Crown Point vs. First National Bank of Richmond. 
Appeal from Wayne Circuit Court.—A firmed. 


Perkins, J.—On January 15, 1875, Wiggins & Cheesman gave to the First 
National Bank of Crown Point, in payment of a debt, the following check: 
‘Richmond, Ind., January 15, 1875, Richmond National Bank, pay to E. A. 
Bundy, cashier, or order, five thousand dollars ($5,000), Wiggias & Cheesinan.” 

On the next day the Crown Point Bank sent the said check by mail to the 
Cook County National Bank of Chicago, Illinois, indorsed as follows: ‘ Pay A. 
West, cashier, collection for account of First National Bank, Crown Point, 
Indiana. A. E. Bundy, cashier.” 

There had been extensive mutual dealings between said banks. On January 
18, 1875, said Cook county bank received said check, and on the same day 
sent it by mail to the said Richmond bank, indorsed thus: ‘‘Pay J. F. 
Reeves, cashier, or order, for collection for Cook County National Bank, 
Chicago. A. West, cashier.” Said First National Bank of Richmond received 
said check on the morning of the 2oth of January, 1875, and between the 
hours of g and 11 o’clock of said day, its cashier, Reeves, presented the check 
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for payment, and received the sum of $5,000, and credit for that amount was 
given on the books of said bank to said Cook county bank. There was no 
revocation of authority by any of the parties prior to the payment of the 
check; but soon after its payment the Crown Point Bank, by telegraph, 
notified the Richmond National Bank to refuse payment of the check. This 
suit was begun on the 2oth of July, 1875, and just prior to its commencement 
the Crown Point bank demanded of the First National Bank of Richmond the 
proceeds of said check. On the morning of the 2oth of January, 1875, and 
before the check was presented to said Richmond National Bank for payment, 
the cashier and teller of the First National Bank of Richmond had notice by 
newspaper report of the failure and suspension of said Cook County National 
Bank, but no information of the report or rumor was given to the Richmond 
National Bank. The Cook county bank suspended payment, at the close of 
basiness hours, on the 18th of January, 1875, was insolvent, and on the 20th of 
said month was indebted to the First National Bank of Richmond, between 
which banks there had been extensive mutual dealings, in the sum of $ 10,450,49. 
On the 23d of January, 1875, the Crown Point bank was credited, and the 
First National Bank of Richmond charged, on the books of the Cook County 
National Bank, with said check. 

This cause, which was an action by appellant against appellee to recover 
the amount of the check, was tried by the court and judgment rendered in 
favor of appellee. 

The judgment of the court below was correct, because: 1. The First National 
Bank of Richmond was entitled, by virtue of the check, and the letter 
enclosing it, on the receipt of the five thousand dollars, to appropriate the 
same to its own use. The money became the property of the First National 
Bank of Richmond. As a general rule the transfer of a check upon a bank 
passes to the transferee the right to the money called for by the check. 
(2 Daniel on Negotiable Instruments 558; Story Prom. Notes 670; 2 Ill. 
21; 28 Ill. 168; 43 Ill. 497). But checks may be transferred upon special 
contracts. In this case the terms of transfer of the check were contained in 
the indorsement upon the check, and in the letter in which the check was trans- 
mitted, and they authorized the Chicago bank to collect the check for the 
Crown Point bank, and when it received the $5,000 to hold the same as its 
own, but required it to credit the amount on the books of the Chicago bank 
to the Crown Point bank, thus making the Chicago bank the debtor in that 
amount, to the Crown Point bank. Hence the Chicago bank had the power 
to transfer the check to the First National Bank of Richmond, and authorize 
that bank to credit the Chicago bank with the amount, the First National 
Bank of Richmond retaining the money as her own. (1 Howard 234.) 

2. The First National Bank of Richmond may have had a lien by law on 
said money, if it was not its property, for the batance in its favor against the 
Chicago bank. (g Ind. 217, 170, 572; 54 Barb. 230; 1 Handy 496; 36 
Mo. 596.) And, there being no fraud in the case, if the First National 
Bank of Richmond could have been affected by any notice, the newspaper 
report of the failure of the Chicago bank was not sufficient to affect the title 
of the First National Bank of Richmond. (6 Otto 51.) 

3. If it was not its money, said First National Bank of Richmond was 
not liable to be sued for the money by the Crown Point Bank, there being no 
privity of contract between them. ‘The First National Bank of Richmond was 
not the agent of the Crown Point Bank, nor had the First National Bank of 
Richmond committed any tort upon the Crown Point Bank. The First National 
Bank of Richmond, if the agent of any one, was the agent of the Chicago 
bank. Conceding it, for the purposes of this case, to have been the agent of 
that bank, as that bank was not empowered by the Crown Poiut Bank to 
appoint a sub-agent for the collection of the check, the First National Bank 
of Richmond did not become the agent of the Crown Point Bank, and liable 
to be sued by it for the money. (13 Blatch., 237; 1 Otto, 308; 7 Bissell, 
156.) . Judgment affirmed. 
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THE TREASURY DEPARTMENT. 
EXTRACTS FROM THE REPORT OF SECRETARY SHERMAN, 


The ordinary revenues, from all sources, for the fiscal year ending June 30, 
1878, were: 


From customs aa - $ 130,170,680 20 
From internal revenue, . 110,581,624 74 
From sales of public lands ae 1,979,743 37 
From tax on circulation and deposits ‘of National bank 6,863,052 96 
From repayment of interest by Pacific Railway Companies......... 1,306,954 36 
From customs fees, fines, penalties, etce.......... 1,040,864 36 
From fees—consular, letters-patent, and lands.. we 2,056,515 13 
From proceeds of sales of Government property 249,409 8% 
From premium on sales of coin cee Possomne eed adion 317, 102 

Prom profits on coinage, etc gs 1,690,762 

From miscellaneous sources. . himaae aiaene o:: Mt 109 


Total ordinary receipts $2 2571793,878 Jv 
The ordinary expenditures for the same period were : 


For civil expenses..... $ 16,551,323 16 
For foreign tntercourse 1,229,210 7% 
For Indians 5 4,029,280 28 
For pensions 27,137,019 OS 
Por the military establishment, including river and harbor improve- 

ments, and arsenals 32,154,147 55 
For the naval establishment, i 

provements at navy yard 17,305,301 37 
For miscellaneous expenditures, including public buildings, light- 

houses, and collecting the revenue 3593975103 93 
For interest on the public debt..... 1072, 500, 874 6s 


Putel GeUiary CxPeMGRO eo oa ois. .0050.5s0.0050660s 60eeneasee $ 236,964,320 So 


Leaving a surplus revenue of $ 20,799,551 90 
Which was applied as follows 

lo the redemption of United States notes, etc... Ss S25 33 

To the redemption of fractional currency ae 55,308 57 

To the redemption of six-per-cent. bonds for the sinking-fund....... 73.950 00 

To inerease of cash balance in the ‘T reasury 31750408 00 


Total... ‘ies $ 20,799,551 go 


The amount due the sinking-fund for the year was 35,429,001 .80, leaving 
a deficiency on this account of $14,629,449.90. 

Compared with the previous fiscal year, the receipts for 1878 have decreased 
$ 11,984,796.09, viz: in customs revenue, $785,812.87; in internal revenue, 
% 8,048,783 0g; in semi-annual tax on banks, *%215,498; in sales of Govern- 
ment property, $84,485.05; in profits on coinage, # 1,582,476.75; and in 
miscellaneous items, $1,267,740.30. There was an increase of $748,088.17, 
as follows: in proceeds of sales of public lands, % 103,489.695 in premium on 
sales of coin, $%67,521.52; and in miscellaneous items, % 577,076.96. ‘Total 
decrease in receipts, $ 11,236,707 .92. 

The decrease of revenue is principally due to the falling off in the receipts 
from internal revenue, which was probably caused by the agitation in Congress, 
for a long time, of the reduction of the tax on spirits and tobacco, 

The expenditures show an increase of $7,781,729 08, as follows: In the 
Navy Department, $2,405,366.01, and in the interest on the public debt, 
% 5,376, 363.07, the latter of which was due to the large balance of $ 7,426,619.81 
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unpaid interest at the commencement of the year, and to the change from 
semi-annual to quarterly payments of interest on six-per-cent. bonds converted 
into four per cents., which would not otherwise have been made until after 
the close of the year. There was a decrease of $9,477,411.21, as follows: In 
the War Department, % 4,928, 588.05 ; in the Interior Department, $ 1,474,460. 13 ; 
and in the civil and miscellaneous, $ 3,074, 363.03—making a net decrease in 
the expenditures of $ 1,695,682. 13. 
EXPORTS AND IMPORTS, 


The gold values of the exports of merchandise from the United States, and 
imports of merchandise into the United States, during the last fiscal year, as 
appears from returns made to, and compiled by, the Bureau of Statistics are 


as follows :— 
Exports of domestic merchandise $ 680,709,268 
Exports of foreign merchandise 14,156,408 


Total exports of merchandise « $ 694,865, 766 
Imports of merchandise 437,951,532 


Iixcess of exports over imports of merchandise............ $ 257,814,234 

Compared with the previous year, the importations are less by $14,271,594, 
and the exportations greater by %% 92,390,546. 

The annual average of the excess of imports over exports of merchandise, 
for the ten years ended June 30th, 1873, was $ 104,706,922 ; but, during the 
last three years there has been an excess of exports over imports as follows : 
in 1876, $79,643,481; in 1877, % 151,152,094, and in 1878, % 257,814,234. 

The total amount of exports and imports of specie and bullion, during the 
last fiscal year, has been as follows :-— 

Exports Of specie ON DUMION 6 oi... 5 6 sis.ccccscccesecsecesesee PAB IRO ISS 
Imports of specie and bullion 20,821,314 


I:xcess of exports over imports .-. $3,918,811 

‘The importation of specie and bullion was less than for the preceding year 
by $10,953,100, and the exportation less than for the preceding year by 
$22,422,112. 

The excess of such exports over imports has decreased from $71,231,425 in 
1875, to $3,918,811 in 1878, as above stated. 

The excess of exports over imports of merchandise during the first four 
months of the current fiscal year amounted to $81,415,477, and during the 
corresponding months of the last fiscal year to only 34,295,076. 

During the first four months of the last fiscal year there was an excess of 
exports over imports of coin and bullion amounting to $3,430,787, whereas, 
during the first four months of the current fiscal year, there has been an 
excess of imports over exports of coin and bullion amounting to $ 3,355,882, 
making a change in this respect of $6,786,669. 

The total gold value of exports of domestic merchandise, from the United 
States, has increased from $ 269,389,900 in 1868, to % 680,709,268 in 1878 
an increase of 153 per cent ‘The increase consisted mainly of breadstuffs, pro- 
visions, agricultural implements, iron and manufactures of iron, copper and 
manufactures of copper, manufactures of cotton, leather and manufactures of 
leather, and petroleum, ‘The exportation of these manufactured articles 
increased from $14,287,486 in 1868, to $ 37,250,882 in 1878. 

Of the exports of domestic merchandise during the year, the products of 
agriculture comprised seventy-seven per cent., and exceeded the entire value 
of our imports of all classes of merchandise from foreign countries, The 
exports of these products have risen from  $ 368,852,972 in 1872, to 
$ 536,039,951 in 1878, and the capacity for their further increase would seem 
to be limited only by the demand therefor. 

Attention is invited to the decrease of our imports of merchandise from 
$ 642,136,210 for 1873, when they reached their maximum, to $ 437,051,532 
for 1873—a decrease of $ 205,084,678. 

This decrease of imports consisted chiefly of manufactures of cotton, flax, 


37 
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and silk, of wool and manufactures of wool, and of iron and steel and manu- 
factures thereof. 

Of the latter, the importation of railroad bars of iron and steel decreased 
from 595.321 tons in 1872, to twelve tons in 1878; but their product in the 
United States increased from 2,958,141 tons, during the five years from 1867 to 
1871, to 4,056,340 tons, during the five years from 1873 to 1877. 


RESUMPTION, 


The report sets forth the preparation for resumption and the means adopted 
to accumulate coin. 

At the close of the year 1877 the coin reserve, in excess of coin liabilities, 
amounted to $63.015,050.96, of which $15,000,000 were obtained by the sale 
of four-and-a-half-per-cent., and $25,000,000 by the sale of four-per-cent. 
bonds, the residue being surplus revenue. Subsequently, on the 11th day of 
April, 1878, the Secretary entered into a contract with certain bankers in New 
York and London, for the sale of $50,000,009 four-and-a-half-per-cent. bonds 
for resumption purposes. The bonds were sold at a premium of one-and-a- 
half per cent. and accrued interest, less a commission of one-half of one per 
cent. The contract has been fulfilled, and the net proceeds, $50,500,000, 
have been paid into the Treasury in gold coin. The $ 5,500,000 coin paid on 
the Halifax award has been replaced by the sale of that amount of four-per- 
cent. bonds sold for resumption purposes, making the aggregate amount of bonds 
sold for these purposes $95,500,000, of which $65,000,000 were four-and-a- 
half-per-cent. bonds, and $30,500,000 four-per-cent. bonds. To this has been 
added the surplus revenue from time to time. The amount of coin held in 
the Treasury on the 23d day of November last, in excess of coin sufficient to 
pay all accrued coin liabilities, was $141,888,100, and constitutes the coin 
reserve prepared for resumption purposes. 

COINS AND COINAGE, 


The annual report of the Director of the Mint exhibits in detail the opera 
tions of the several mints and assay offices, and also presents interesting infor- 
mation relative to the producticn of gold and silver in the United States, the 
estimated amount of gold and silver coin and bullion in the country, the depre- 
ciation of silver, the position of the American trade dollar in the Oriental 
trade, and other subjects connected directly or indirectly with the coinage. 

The value of the coinage executed during the last fiscal year was :— 

$ 52,798,980 00 
oe CRE BOD ch tak sre Xe case ddcnteciccniccakiend asian 11,378,010 00 
Of standard silver dollars 8,573,500 00 
Of fractional silver coin 8,339,315 50 
And of minor coin 30,694 00 


A total coinage of «+ee$51,120,499 50 


At times the fractional coins of the United States accumulate at certain 
places and are wanted at others. [t is recommended that this Department be 
authorized to redeem them in United States notes when presented in sums 
of 8100, or any multiple thereof, at the mint in Philadelphia, where they can 
be recoined, if necessary, and distributed. 

The amount of gold coin and bullion in the country September 3oth, is 
estimated by the Director at $ 259,353,390, and of silver coin and bullion at 
$ 99,090,557—a total of $ 358,443,947. 

FUNDING. 

The amount of four-per-cent. bonds sold during the present year, prior to 
November 23, is $ 100,270,900, of which $94,770,900 were sold under the 
Refunding Act, approved July 14, 1870. Six-per-cent. bonds, commonly known 
as five-twenties, to an equal amount, have been redeemed, or will be redeemed 
as calls mature. . . . . . The large absorption of United States securities 
in the American market, by reason of their return from Europe, together with 
the sale of four-and-a-half-per-cent. bonds for resumption purposes, tended to 
retard the sale of four-per-cent. bonds. As from the best advices, not more 
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than $200,c00,000 of United States bonds are now held out of the country, it 
may be fairly anticipated that the sale of four-per-cent. bonds, hereafter, will 
largely increase. 

The three-months’ public notice required by the fourth section of the Refund- 
ing Act to be given to the holders of the five-twenty bonds to be redeemed, 
necessarily involves a loss to the Government by the payment of double interest 
during that time. The notice should not be given until subscriptions are made 
or are reasonably certain to be made. . . . . . The Secretary, therefore, 
recommends that the notice to be given for called bonds be, at his discretion, 
not less than ten days, nor more than three months, In this way he will be 
able largely to avoid the payment of double interest, as well as the temporary 
contraction of the currency, and may fix the maturity of the call at a time 
when the interest of the called bonds becomes due and payable. 

SAVINGS. 

The report suggests that the Department be authorized to issue certificates of 
deposit of the United States, of the denomination of $10, bearing interest at 
the rate of 3.65 per cent. per annum, and convertible at any time within one 
year after their issue, into four-per-cent. bonds authorized by the Refunding 
Act, and to be issued only in exchange for United States notes sent to the 
Treasury by mail or otherwise. The Secretary recommends the prompt: passage 
of such a law. 


REPORT OF THE TREASURER OF THE U. S. 


The annual report of United States Treasurer Gilfillan to the Secretary of 
the Treasury shows that the total resources in coin and currency were, on Sep- 
tember 30th, 1876, $188,024,472.39; in 1877, $243,681,111.25; in 1878, 
% 337,424,964.74. The coin resources have steadily increased from $ 67,586, 705.95 
on the above date in 1876 to $ 133,585,072.24 in 1877, and to $ 238,007,574.59 
in 1878. 

Under the operation of the passage of the Resumption Act of 1875, providing 
for the retirement of legal-tender notes equal to eighty per cent. of National 
bank notes issued, the aggregate amount retired from 1875 to 1878 is 
$ 35,318,954. At the time of the passage of the Act, May, 1878, forbidding the 
further retirement of legal-tender notes, action under the former Act ceased, 
leaving the amount of legal-tender notes outstanding at that time, $ 346,681,016, 
at which volume they remain. 

The aggregate amount of legal-tender notes in circulation, June 30th, 1877-78, 
were $ 359.764,332 and $ 346,681,016, respectively. The retirement of legal 
tenders during the fiscal year of 1878 was $ 13,083, 316. 

It requires to maintain the outstanding legal-tender note circulation at the 
present volume, $ 346,681,016. While there are daily redemptions a reserve of 
United States notes is kept on hand at all times All the notes delivered to 
this office daily by the Bureau of Engraving and Printing are deposited in this 
fund, and charged to it at the time of delivery, and an amount equal to each 
day’s redemption of United States notes is each day taken from the reserve 
fund and issued, thus keeping the volume outstanding at the amount required 
by law. This fund is kept separate from all other money in the vault by 
itself, and is in the custody of two officers, each having a combination unknown 
to the other. 

The total amount of standard silver dollars coined under the Act of February 
28th, 1878, to date is $ 18,282,500, of which amount there is in the mints and 
offices $ 13,359,877, and in circulation $4,922,623. The amount of fractional 
currency redeemed since June 30th, 1877, is $4,191,934.15. The total amount 
redeemed under the Act of Congress, approved April 17th, 1876, to October 
30th, 1878, was $ 25,297,539.29. 

Since April 18th, 1876, there has been issued, of fractional coin, $ 39,728, 166. 
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The stock on hand amounts at this time to $6,067,960.18. The amount paid 
out since June 30th, 1877, to date, is $6,542,893. The amount of fractional 
silver paid out, at the several offices of the Treasury, from April 18th, 1876, 
to October 31st, 1878, amounted to $ 39,728, 166. 

The receipts of public money by the depository banks during the fifteen 
fiscal years, from 1863 to 1878, amounted to # 3,308,750,346.80, or over 
38 220,000,000 a year, of which only $255,000 stands on the books of the 
Treasury Department as unavailable by reason of the failure of any depvsitory 
bank, and the Government has security for a large portion of the latter sum. 

The operations of the National Bank Redemption Agency for the fiscal year 

again show an increased amount of work performed at a reduced expense. The 
number of National bank notes redeemed, assorted and charged to the banks 
of issue was 22,927,842, an increase of 182,294 over the number assorted in 
the preceding fiscal year. The expenses of assortment, under which head are 
included all of the expenses of redemption, with the exception of the charges 
for transportation, on the other hand, decreased from $167,704.05 to 
$ 144,521.88, a diminution of $23,182.17. or nearly fourteen per cent. A sav- 
ing was effected in every item of expense as compared with the preceding 
year. 
The outstanding circulation of the National banks at the close of the fiscal 
year was $ 324,514,284. The cost of redemption, when computed upon this 
amount, was considerably less than one-tenth of one per cent., or less than 
$90 per annum for a bank of $90,000 circulation. When weighed against 
the advantages flowing from a prompt and effectual system of redemption, this 
expense is scarcely worthy of consideration. The actual legal-tender reserve 
required to be maintained for circulation ranged from six per cent. for country 
banks to twenty-five per cent. for banks in the city of New York, with 
interest at six per cent. per annum. 

Under the circular issued on the fist of October last, requiring the parties 
making the remittances to defray the charges on all National bank notes for- 
warded for redemption, redemptions have been considerably reduced ; but the 
order has not been in force long enough to warrant a conclusion concerning its 
permanent operation. Of $ 210,390,437.56 in bank notes received for redemp- 
tion, $80,527,000, or 38.26 per cent., was received from the city of Boston, 
and $66,273,00c, or 31.48 per cent., from the city of New York—nearly 
seventy per cent. of the entire redemptions having been received from these 
two cities. 

Under section 5,214 of the Revised Statutes there has been assessed and 
collected by the Treasurer from National banks since 1864, at an expense of 
not more than one-tenth of one per cent., $86,045,771.11, as follows: on 
circulation,  39,777,879.14; on deposits, # 40,332,341.43, and on capital, 
$ 5,935,550.54. The highest amount of duty on circulation was received for 
the six months ended December 31st, 1873, being $1,704,902.76. In the last 
six months it was % 1,492,224.57. The highest amount of duty on deposits 
was received for the six months ended December 31st, 1875, being 
$ 1, 782,161.52. In the last six months it was #1,622,862.24, The highest 
amount of duty on capital was received for the six months ended December 
3Ist, 1876, being $341,986.96. In the last six months it was $ 266,023.34- 
The total amount collected on the three items for the six months ended June 
3oth, 1878, was } 3,379,252.07. 


ee 


GREAT BrITAIN.—The Caledonia Bank of Glasgow decided, on December 
3d, to go into liquidation, in consequence of its holding some of the stock of 
the City of Glasgow Bank. The other Scotch banks will take the Caledonia’s 
notes and pay its depositors. Its general business is solvent, and it has a paid 
up capital of $750,000 and deposits to the amount of $5,215,000. Its paid-up 
capital is to be set aside to await the result of the liquidation of the City of 
Glasgow Bank. ; 





INSTRUCTIONS CONCERNING RESUMPTION. 


INSTRUCTIONS CONCERNING RESUMPTION. 
OPTIONAL PAYMENTS OF CHECKS UNDER THE RESUMPTION ACT. 


TREASURY DEPARTMENT, WASHINGTON, D. C., December 14. 

The following provision of law and instrwetions thereunder are published for 
the information and guidance of all concerned : 

An Act to provide for the resumption of specie payments. 

SECTION 3. And on and after the first day of January, Anno Domini eighteen 
hundred and seventy-nine, the Secretary of the Treasury shall redeem in coin 
the United States legal-tender notes then outstanding on their presentation for 
redemption at the office of the Assistant Treasurer of the United States in 
the city of New York, in sums of not less than $ 50. 

As the effect of the above section will be to remove any practical difference 
in the value of coin and notes as a circulating medium after the first of Janu- 
ary next, no distinction between them will be made in keeping, rendering or 
settling the accounts of public officers involving transactions which occur subse- 
quently to that date. 

Matured coupons of the United States and checks issued by the Treasurer 
of the United States for interest or principal of the public debt by law pay- 
able in coin will be paid by the Assistant Treasurer of the United States at 
New York upon presentation in coin, or, if the claimant prefers such coupons 
and checks, will be paid by the Assistant Treasurer or by any other independ- 
ent Treasury officer in United States notes. 

Such registered interest, payable by law in coin, as is paid on schedules at 
any other cities than New York, will also be paid the claimant in coin by 
check on the Assistant Treasurer of the United States at New York, which 
checks may be cashed in United States notes if the holder prefers, or, if the 
claimant prefers, such interest may be paid to him direct in United States 
notes by the officer charged with the payment of the schedule. 

Any check or draft hereafter drawn in payment of a public obligation by 
law payable in coin will have that fact plainly noted thereon. 


JOHN SHERMAN, Secrefary. 


GOVERNMENT BALANCES IN NATIONAL BANKS. 


The following letter from the Secretary of the Treasury was laid before the 
House of Representatives, on December 20th, with reference to the balance on 
loan accounts standing to the credit of the United States, in National banks : 


I have the honor to acknowledge the receipt of the resolution of the House 
of Representatives, dated the 16th inst., as follows: 


Resolved, That the Secretary of the Treasury be directed to inform this House, 
at the earliest day practicable after the close of the coming Congressional recess, 
whether there were any balances’on loan account in cover standing to the credit of 
the Treasurer of the United States, in any National banks on the first day of 
March, 1876, and on the first of each succeeding month, to, and including, the first 
of January, 1879, and the names and locations of the banks which held such bal- 
ances, and the amount held by each at the respective dates indicated, and in reply 
to state that there were no balances on loan account standing to the cred# of the 
Treasurer of the United States, in any National bank, from March, 1876, to Janu- 
ary, 1878. 

A complete list of National bank depositaries with balances on ioan account 
to the credit of the Treasurer of the United States, held by each, February 1, 
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1878, and on the first of each succeeding month to and including December 1, 
1878, is herewith inclosed. 

The House will be duly advised in another communication, of the balances 
on January 1, 1879, as soon as the returns from the respective banks shall have 
been received at the Department. These banks have been designated from 
time to time under the provisions of the Department circulars inviting all 
National banks of the United States to become financial agents of the Govern- 
ment, and depositaries of pubiic money, for the special purpose of receiving 
deposits on account of subscriptions to the funded loan, and they were per- 
mitted, upon proper security, to hold the amount of any subscriptions made or 
obtained by them subject to the drafts or orders of the Department as occasion 
required for the payment of called bonds matured. 

* x * eS + x % * * * 

No coin has been deposited with these banks, or any of them, by the Treas- 
urer of the United States. These banks represent exclusively coin received for 
subscriptions made or obtained by the respective banks, and left on deposit dur- 
ing the running of the ninety days as required by law to be given for the pay- 
ment of called bonds, partly to prevent the withdrawal of so large an amount 
from the channels of business, and partly as an inducement to these banks to 
act efficiently in procuring subscriptions. 

The very large balances reported as held by the First National Bank of New 
York were caused by the temporary deposits of the proceeds of the four-and-a- 
half per cent. bonds sold through the Syndicate, of which the bank was a mem- 
ber, and also by the very large subscriptions of that bank to the four-per-cent. 
loan, The balances reported as due from the banks on the loan account are, 
however, to some extent nominal, the bonds furnished as security being largely 
made up of called bonds, which to all intents are a payment to their amount of 
the balance due, but cannot be credited to the bank until the bonds are care- 
fully examined, the precise amount due on them ascertained, and certificates 
for the amount issued by the Treasurer. It is proposed to continue the same 
mode of deposit in aid of the sale of the four-per-cent. bonds during the next 
year, and attention is called to the reccommendation in the annual report for a 
discretionary shortening of the period now required for calls. 


Very respectfully, JOHN SHERMAN, Secretary. 


The tabular report of balances in the different banks shows the aggregates 
for the months named, and the amounts held by the First National Bank and 
the National Bank of Commerce, of New York, and by the Maverick National 
Bank, of Boston, to be as follows : 


First National National Maverick 

Bank of Bank of Nat. of 

Mont’. Aggregate. New York. Commerce. Boston. 

$28,078 19 . —_— ° 

299,195 94 iene . $125,867 25 $ 50,153 43 
3,023,009 31 . $2,511,638 go . 249,562 36 . 100,600 oF 
20,732,025 94 . 19,566,652 35 .  279,93893 . 351,082 21 
21,108,168 95 . 15,865,082 85 . 2,052,481 82 . 1,004,369 91 
. 40,041,930 90 . 32,655,492 85 . 3,931,852 16 940,071 31 
August 50,095,737 36 . 36,875,220 35 . 4,859,434 66 . 2,427,910 o1 
September. 60,161,031 03 . 41,914,915 85 . 6,006,446 02 . 3,393,049 27 
October 64,207,814 63 . 45,097,661 95 . 6,107,675 63 3,302,212 50 
November 43,287,228 50 . 28,892,882 91 . 3,500,745 04 . 2,392,204 10 
December 32,446,483 91 . 15,404,242 16 . 1,973,187 84 . 2,958,423 04 


The list embraces seventy-three depositaries, but, excepting the above named, 
there are but few instances where an amount exceeding one million of dollars 
was held. 





1879. ] GOVERNMENT BALANCES IN NATIONAL BANKS, 


THE EXCHANGE OF STANDARD SILVER DOLLARS. 
Circular from the Secretary of the Treasury. 


TREASURY DEPARTMENT, ‘ 
WASIIINGTON, January I, 1879. 

The Treasurer of the United States has been directed, upon the receipt by 
him from any person of a certificate issued by any Assistant Treasurer, desig- 
nated depositary, or National bank designated as a public depositary of the 
United States, stating that a deposit has been made to his credit in general 
account of the sum of $1,000 (that being the smallest amount shipped by 
express at Government rates ), or any multiple thereof, to cause a shipment to 
be made from some mint of the United States, to the person in whose name 
the certificate is issued for a like amount of standard silver dollars, the expense 
of transportation to be paid by the mint. Until further notice, upon receipt by 
the Treasurer of the United States of United States notes or National bank 
notes sent for redemption, in multiples of $1,000, standard silver dollars will 
be returned under the provisions of this circular. 

It is expected that the coin furnished as above, will be put into circulation 
by being furnished to public disbursing officers, and to all persons or corpora- 
tions who desire it for use or distribution as current money. The Assistant 
Treasurers of the United States are also authorized to use the standard silver 
dollars in their vaults for the general purpose approved in this circular. 

United States disbursing agents and paymasters who obtain funds for disburse- 
ment from Assistant Treasurers or depositaries, are requested to procure stand- 
ard silver dollars, when practicable, for disbursement. Shipments, as above 
indicated, however, will be made only to points in the United States reached 
through established express lines by continuous railway or steamboat communi- 
cations, JouNn SHERMAN, Secretary. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EpiIror OF THE BANKER’S MAGAZINE. 


GRACE ON SIGHT BILLS 


1. The statute of this State (Indiana) reads: “On all bills of exchange pay- 
able within this State, whether sight or time bills, three days grace shall be 
allowed.”” Would a draft drawn as follows be considered a ‘‘sight” bill, on 
which grace should be allowed : 

* Pay to the order of A. B. one hundred dollars for value received, and charge 
to account of 

“70 E. F., Indianapolis, Ind. Cc. BD.” 

2. Suppose the words ‘‘on demand” were inserted before the word ‘‘ pay,” 
would the paper then be a ‘‘sight” bill? 

3. Is the maker of a promissory note entitled to grace on such a note, 
whether it be payable in bank or not? 


Reply. —1. This bill is not a ‘‘sight” bill, but, no time of payment being 
mentioned, is payable on demand. In the law merchant there is this difference 
between a bill payable at sight and one payable on demand, viz.: that grace is 
allowed on the former and not on the latter. The Indiana statute, however, 
says that grace shall be allowed upon ‘‘all bills,” and it appears to be its in- 
tention to include bills payable on demand under the head of ‘‘sight’’ bills. 
We have seen no construction of this statute by the courts of Indiana, but, in 
the absence of such construction to guide us, we think that grace should be 
allowed in this case. 

2. No. 

3. No. The statute says nothing about promissory notes, and, the fact that 
the note is payable in bank, has no legal effect in this connection. 
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1878, and on the first of each succeeding month to and including December 1, 
1878, is herewith inclosed. 

The House will be duly advised in another communication, of the balances 
on January 1, 1879, as soon as the returns from the respective banks shall have 
been received at the Department. These banks have been designated from 
time to time under the provisions of the Department circulars inviting all 
National banks of the United States to become financial agents of the Govern- 
ment, and depositaries of public money, for the special purpose of receiving 
deposits on account of subscriptions to the funded loan, and they were per- 
mitted, upon proper security, to hold the amount of any subscriptions made or 
obtained by them subject to the drafts or orders of the Department as occasion 
required for the payment of called bonds matured. 

* * -— * * * * * * * 

No coin has been deposited with these banks, or any of them, by the Treas- 
urer of the United States. These banks represent exclusively coin received for 
subscriptions made or obtained by the respective banks, and left on deposit dur- 
ing the running of the ninety days as required by law to be given for the pay- 
ment of called bonds, partly to prevent the withdrawal of so large an amount 
from the channels of business, and partly as an inducement to these banks to 
act efficiently in procuring subscriptions. 

The very large balances reported as held by the First National Bank of New 
York were caused by the temporary deposits of the proceeds of the four-and-a- 
half per cent. bonds sold through the Syndicate, of which the bank was a mem- 
ber, and also by the very large subscriptions of that bank to the four-per-cent. 
loan. The balances reported as due from the banks on the loan account are, 
however, to some extent nominal, the bonds furnished as security being largely 
made up of called bonds, which to all intents are a payment to their amount of 
the balance due, but cannot be credited to the bank until the bonds are care- 
fully examined, the precise amount due on them ascertained, and certificates 
for the amount issued by the Treasurer. It is proposed to continue the same 
mode of deposit in aid of the sale of the four-per-cent. bonds during the next 
year, and attention is called to the reccommendation in the annual report for a 
discretionary shortening of the period now required for calls. 


Very respectfully, JOHN SHERMAN, Secretary. 


The tabular report of balances in the different banks shows the aggregates 
for the months named, and the amounts held by the First National Bank and 
the National Bank of Commerce, of New York, and by the Maverick National 
Bank, of Boston, to be as follows : 


Mont’. Aggregate. 
$ 28,078 19 
299,195 94 
3,023,069 31 
+ 20,732,025 94 
21,108,168 95 
49,041,930 90 
50,095,737 36 
60, 161,031 03 
64,207,814 63 
43,287,228 5° 
32,446,483 91 


August 
September 
October 
November 
December 


First National 
Bank of 
New York. 
$ 2,511,638 40 
19,506,652 35 
15,865,082 85 
32,055,492 85 
36,875,220 35 
41,914,915 85 
45,097,661 95 
28,892,882 91 
15,404,242 16 


National 
Bank of 
Commerce. 


$ 125,867 25 
249,562 36 
279,938 93 

2,052,481 82 

3,931,852 16 

4,859,434 66 

6,006,446 o2 

6,107,675 63 

3,599,745 04 

1,973,187 84 


Maverick 
Nat. of 
Boston. 


$ 50,153 43 
100,600 o1 
351,082 21 
1,004,369 91 
949,071 31 
2,427,910 O1 
3:393)949 27 
3,302,212 50 

+ 2,392,204 10 
- 2,958,423 04 


The list embraces seventy-three depositaries, but, excepting the above named, 
there are but few instances where an amount exceeding one million of dollars 


was held. 
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THE EXCHANGE OF STANDARD SILVER DOLLARS. 
Circular from the Secretary of the Treasury. 


TREASURY DEPARTMENT, ; 
WASIIINGTON, January I, 1879. 


The Treasurer of the United States has been directed, upon the receipt by 
him from any person of a certificate issued by any Assistant Treasurer, desig- 
nated depositary, or National bank designated as a public depositary of the 
United States, stating that a deposit has been made to his credit in general 
account of the sum of $1,000 (that being the smallest amount shipped by 
express at Government rates ), or any multiple thereof, to cause a shipment to 
be made from some mint of the United States, to the person in whose name 
the certificate is issued for a like amount of standard silver dollars, the expense 
of transportation to be paid by the mint. Until further notice, upon receipt by 
the Treasurer of the United States of United States notes or National bank 
notes sent for redemption, in multiples of $1,000, standard silver dollars will 
be returned under the provisions of this circular. 

It is expected that the coin furnished as above, will be put into circulation 
by being furnished to public disbursing officers, and to all persons or corpora- 
tions who desire it for use or distribution as current money. The Assistant 
Treasurers of the United States are also authorized to use the standard silver 
dollars in their vaults for the general purpose approved in this circular. 

United States disbursing agents and paymasters who obiain funds for disburse- 
ment from Assistant Treasurers or depositaries, are requested to procure stand- 
ard silver dollars, when practicable, for disbursement. Shipments, as above 
indicated, however, will be made only to points in the United States reached 
through established express lines by continuous railway or steamboat communi- 
cations, JouNn SHERMAN, Secretary. 


INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EpITOR OF THE BANKER’sS MAGAZINE. 


GRACE ON SIGHT BILLS 


i. The statute of this State (Indiana) reads: “On all bills of exchange pay- 
able within this State, whether sight or time bills, three days grace shall be 
allowed.” Would a draft drawn as follows be considered a “sight” bill, on 
which grace should be allowed : 

* Pay to the order of A. B. one hundred dollars for value received, and charge 
t account of 

‘70 E. F., Indianapolis, Ind. C. 2” 

2. Suppose the words ‘fon demand” were inserted before the word ‘ pay,” 
would the paper then be a ‘‘sight” bill? 

3. Is the maker of a promissory note entitled to grace on such a note, 
whether it be payable in bank or not? 

REPLy. —1, This bill is not a ‘‘sight” bill, but, no time of payment being 
mentioned, is payable on demand. In the law merchant there is this difference 
between a bill payable at sight and one payable on demand, viz.: that grace is 
allowed on the former and not on the latter. The Indiana statute, however, 
says that grace shall be allowed upon ‘‘all bills,” and it appears to be its in- 
tention to include bills payable on demand under the head of “sight” bills. 
We have seen no construction of this statute by the courts of Indiana, but, in 
the absence of such construction to guide us, we think that grace should be 
allowed in this case. 

2. No. 


3. No. The statute says nothing about promissory notes, and, the fact that 
the note is payable in bank, has no legal effect in this connection, 
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BANKING AND FINANCIAL ITEMS. 


LEGAL-TENDER NOTES of the denominations of $5,000 and § 10,000, are 
to be issued after January, 1, 1879. They differ somewhat in appearance from 
the legal-tender notes now in circulation ; the size of the notes will, however, be 
the same. The $5,000 note has a protrait of Madison at the left, and a lathe- 
work panel in the right center, with the figures $5,oco engraved upon it. 
Underneath are the signatures of the Register of the Treasury and the Treas- 
urer of the United States. The legend and the Treasury seal, printed in red, 
are in the center. The figures 5,000, engraved with classical statues upon 
their faces, are in the upper center in a gold tint, and the numbering panels 
are of the same color. The $10,000 note is modeled upon the same design, 
except that the head of Jackson is used instead of that of Madison, and the 
lathe-work is of a different pattern. The back of the $5,000 note has a large 
vignette, with a cliff in the foreground, upon which is an eagle with out- 
stretched wings, standing upon a shield. On the right is an expanse of water, 
with a ship in the horizon. Some pine trees and the dome of the national 
capitol are on the left. A lathe counter, with 5,000 engraved upon it, is upon 
each end, and the legend, in fine lettering, is just outside of those counters. 
The vignette on the $10,000 back is bolder. A large circle is in the upper 
right hand corner, with the letter ‘‘X” with a dash over the top, indicating 
the value of the note, and each letter of the word ‘‘America” in the lower 


center has engraved on its face the full title, ‘*‘ United States of America.” 


CALLS OF FIVE-TWENTY BonDs —The seventy-third call was issued Novem- 
ber 27th by the Secretary of the Treasury for the redemption of five millions of 
dollars of 5-20 six per cent. bonds of 1865, upon which the interest will cease 
on the 26th day of February, 1879. The bonds outstanding and represented by 
the numbers mentioned were issued under the Act of March 3rd, 1865, and 
are dated July 1, 1865. The following are the numbers called, all inclusive : 

Coupon Bonds.—$100, Nos. 142,001 to 146,c00; $500, Nos. 102,001 to 
104,000; $1,000, Nos. 197,001 to 200,000. Total coupons, $ 2,000,000. 

Registered Bonds. —% 100, Nos. 19,223 to 19,260 ; $500, Nos. 11,280 to 11,320; 
$ 1,000, Nos. 39,001 to 39,300; $5,000, Nos. 12,351 to 12,700; $8 10,000, Nos. 
24,121 to 25,350. Total registered, $3,000,000. Aggregate, $ 5,000,000. 

The seventy-fourth call was issued December gth, and the seventy-fifth on 
the 18th. The following are the numbers of bonds called, all inclusive: 

Seventy-fourth call, dated December gth, 1878. Matures March gth, 1879. 

Coupon Bonds.—Dated July Ist, 1865, “100, Nos. 146,001 to 147,000; 
$ 500, Nos. 104,001 to 105,000; $1,000, Nos. 200,001 to 204,000. Total 
coupon, $ 2,000,000. 

Registered Bonds.—® 100, Nos. 19,261 to 19,279; $500, Nos. 11,321 to 
11,326 ; $1,000, Nos. 39,301 to 39,304; $5,000, Nos. 12,701 to 12,704; 
$ 10,000, Nos. 25,351 to 25,700. Total registered, $ 3,000,000. 

Seventy-fifth call, dated December 18th, 1878 Matures March 18th, 1879. 

Coupon Bonds.—$100, Nos. 147,001 to 148,720; $500, Nos. 105,201 to 
106,695 ; $1,000, Nos. 204,001 to 210,542. Total coupon, $ 2,439,250. 

Registered Bonds.—% 50, Nos. 2,494 to 2,503; $100, Nos. 19,280 to 
19,297 ; $500, Nos. 11,327 to 11,337; $1,000, Nos. 39,305 to 39,316; $ 5,000, 
Nos, 12,705 to 12,722; $10,000, Nos. 25,701 to 26,586. Total registered, 
$ 8,556,850. Aggregate, $ 11,996,100. 
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VERDICT AGAINST A BANK PRESIDENT.—A suit of John F. Bissell against 
Dorr Russell was tried in December in the Supreme Court Circuit, New 
York City. The plaintiff is a farmer, and the defendant was President of the 
Loaners’ Bank. The complaint charges that the defendant, by false representa- 
tions as to the soundness of the bank, induced plaintiff to invest $5,000 in its 
stock ; whereas the bank was insolvent, and failed in May, 1876, with a 
deficiency of $325,000. The plaintiff sued for damages to the amount of 
$ 15,000 for the alleged deceit and fraud. It appears that the bank was started 
when William M. Tweed was in power, with a charter giving it illegal powers. 
The Receiver has declared no dividend, and none is expected except five-per- 
cent. The answer in the suit was that the defendant made no false representa- 
tions, and that the plaintiff acted on his own judgment. A verdict of $6,108 
was given to plaintiff. 


DIsTRICT OF COLUMBIA.—The result of the suspension of the German- 
American Bank of Washington City, will be the loss, by the stockholders, of 
their entire investment, and it is understood that they will be assessed for about 
$15,000 additional to make up further deficiencies. The capital is $130,000, 
and the assets $305,642. The debts are about equal to the assets, and it will 
cost $15,000 additional to wind up the bank. 


GrorGci1A.—The Legislature of Georgia has passed a law, which was approved 
by the Governor, December 11, which authorizes the municipal authorities of any 
incorporated city or town in the State to compromise and settle its bonded 
debt. The act provides that where there are outstanding bonds and coupons 
of any incorporated town or city of the State, whether due or to become due, 
it shall be lawful for the municipal authorities of such town or city to issue new 
bonds with coupons attached, to be exchanged for such outstanding bonds and 
coupons ; provided that the new bonds so issued shall not exceed in amount 
the previously outstanding total bonded debt, with interest thereon. The act 
authorizes the municipal authorities of any city or town to pass any ordinance 


to provide for the issuance and exchange of such new bonds to stand in the 
place and stead of outstanding bonds and coupons, and to determine the mode 
and method of such issuance and exchange and to fix the length of time such 
new bonds shall run and the rate of interest they shall bear. It also authorizes 
the establishing of a sinking fund for the redemption of such bonds and to 
create a commission for the management of such fund, to consist of not less 
than three nor more than five persons. 


EXECUTIVE PARDONS.—In May, 1877, James L. Chapman, formerly cashier 
of the Farmers and Mechanics’ National Bank of Hartford, Connecticut, was 
sentenced to State Prison at Weathersfield for five years for embezzlement of 
the bank’s funds. On December 22d he was pardoned by President Hayes on 
a petition of numerous citizens. 


On December 23d, pardons were granted by Governor Carroll to Felix A. 
Savin, who was cashier of the Union Banking Company of Baltimore, which 
failed some time since, and Marcus D. Savin, his brother, of New York City. 
They were indicted for conspiracy to defraud Sargent Bros. of New York by 
fraudulent certificates of deposit of the Union Bankiug Company, and were con- 
victed and sentenced to one year’s impris8nment, which would have expired in 
March next. 


BANK NoTEs STOLEN.—The Comptroller of the Currency has received a 
letter from the National Bank of Pontiac, Illinois, stating that a package of new 
five dollar notes, amounting to $600, had been stolen. The bank numbers of 
these notes are 711 to 740, inclusive, and the Treasury numbers 252,081 to 
252,110, inclusive. These notes were signed by the officers of the bank. 
There were also stolen at the same time, $600 of five dollar notes, bank 
numbers 741 to 765, inclusive. Treasury numbers, 252, III to 252, 135, 
inclusive. These latter notes were unsigned, and their redemption will be 
refused at the Treasury Department and at the counter of the bank. 
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INDIANA.—The Indianapolis Savings Bank has suspended, and goes into 
liquidation. It has 3,000 depositors, and its statement shows $260,co0 assets 
and a nominal surplus of $7,000. The bank, it is thought, will pay fully 75 
per cent., and it is now paying the depositors 25 per cent. of their claims. 


New HAMPSHIRE.—The Hon. Mason W. Tappen, Attorney-General of New 
Hampshire, in reply to a communication from the Bank Commissioners, has 
given the opinion that Savings banks have no authority under their charter to 
carry on a special deposit business for the accommodation of business men who 
desire their notes discounted and checks made and cashed for their conveni- 
ence; nor have the officers of such institutions any right to carry on a private 
banking business, using therefor the regular deposits of their banks. To such 
practices, he says, are largely due the losses and misfortunes that have over- 
taken several Savings banks in the State during the past few months. The 
Attorney-General deems it a part of the business of the Commissioners to 
report all cases that may hereafter occur to some Justice of the Supreme Court, 
that such action may be taken as public safety may require. 


Savings Bank Failure.—The Penacook Savings Bank at Fisherville, N. H., 
failed December 2d, and its doors were closed by the Bank Commissioners. 
The failure was caused by the recent suspension of Messrs. Henry F. Brown 
and D. Arthur Brown at Fisherville, and by losses in other directions. The 
liabilities of the bank are: To depositors, $284,718; surplus, $ 7,047; while 
the nominal assets are $297,319. 

Nearly one-half of the resources of the institution are invested in personal 
and collateral securities. There is connected with the bank a private banking 
house, operated by Messrs. Samuel F. Brown, Treasurer of the institution, and 
John S. Brown. This private firm has, it is alleged, used the funds of the 
Savings bank in operations which the law does not allow Savings institutions 
to pursue. The Bank Commissioners are decidedly opposed to the connection 
of private banking houses with Savings institutions; but they say in this case 
all their investigations have proved honorable and honest conduct on the part 
of Samuel F. and John S. Brown. 


Out1o.—The banking house of C. F. Adae & Co. suspended on the afternoon 
of December 18. The firm had sustained a steady drain upon its deposits for 
the past year, and as there was apparently no prospect of a change in its 
affairs an assignment was made to Augustus A. Bennett and Philip H. Hart- 
man. The liabilities are stated at $780,000, of which amount $680,000 is in 
time certificates and the remainder due on call. The assets are stated nominally 
at $400,000. All demands were paid over the counter up to 3.15 o’clock, and 
the firm had about $8,000 to its credit at the Clearing House at the close of 
business. The creditors of the firm are mostly Germans, and are numbered by 
hundreds. Great excitement prevailed among them, 


MISQUOTATION.—A paragraph in our December number attributed to the 
New York Surnal of Commerce an utterance which was in fact that of the 
Boston Commercial Bulletin. The mistake was aggravated by our allusion to the 
opinion as that of a ‘‘leading organ of the commercial interests, etc.” We 
beg pardon of the vivacious and sagacious contemporary whose name was 
omitted, and now take pleasure in placing the cap upon the right head. 


CaANADA.—The following dividends for the last half year are announced since 
our last issue: Eastern Townships Bank, Sherbrooke. P. Q., 3% per cent. ; 
Union Bank of Lower Canada, 2 per cent. ; Exchange Bank of Canada, 3 per 
cent. ; Banque Ville Marie, 3 per cent. 


Montreal_—At the annual meeting of the shareholders of the Banque Jacques 
Cartier, held December 19th, the statement submitted showed a deficit of 
$209,000 in assets from the previous annual account. A reduction of capital 
from $1,000,000 to $600,000 was recommended. 


‘*ORGANIZATION OF THE TREASURY Dg&PARTMENT.”’—The article under this 
heading upon page 534 of our present number, is a chapter from a forthcoming 
Financial History of the United States, by Hon. A. S. Bolles, of Norwich, Conn. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from December No., page 479.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 


Ark.. . Hot Springs... Bank of Hot Springs National Park Bank. 
$ 25,000 A. B. Gaines, Pr, Van L. Runyan, Cas. 


Dak.... Sioux Falls .... Citizens’ B’k, (Robt. Nation & Son.) First Nat. B’k, Chicago. 


Inp .... Valparaiso..... Farmers National Bank ... Metropolitan National Bank, 
$ 50,000 Joseph Gardner, Pr, George F. Bartholomew, Cas. 


Iowa... Sheldon A. W. Sleeper & Brother. . 


Mass... Marlborough... People’s National Bank.... 
$ 100,000 Elbridge Howe, Pr. John L. Stone, Cas. 


Minn... Moorhead Bruns & Finkle First National Bank, St. Paul. 


————_——— 


CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from December No., page 480.) 


Bank and Place. Elected, In place of 
N. Y. Ciry. Produce Bank J. F. Satterthwaite, Pr... S. Conover. 
CaL.... Oakland Bank of Savings W. W. Garthwaite, Cas.- C. Roberts. 


. Bank of Ventura ) ' 
San Buenaventura § Thomas R. Bard, Pr.... L. Snodgrass, 


Second Nat’l Bank, Galesburg. O. T. Johnson, Ac?’g Cas. W. Arnold. 
. First Nat’l Bank, Kendallville.. J. G. Waltman, Cas E. H. Schulze.* 


: ( A. Kammann, V. P J. Christman. 
-. German Bank, Dubuque 1 P. J. Lee, Cas. L. Boisot. 


First National Bank, Louisville Frank P. Schmitt, Cas... R.M.Cunningham* 
.... German Nat’l Bank, a C. S. Mueller, Cas. G. Vissman. 
MaIne.. Ocean Nat’! Bank, Kennebunk. Joseph Dane, Pr J. Titcomb. 
Mass,.. Quinsigamond N. B., Worcester Edward L. Davis, Pr.... I. Davis. 
. National City Bank, Marshall.. John R. Bentley, Cas.... S. V. R. Lepper. 
Greene Co. N. B., Springfield.. Charles E. Harwood, Pr. W. J. McDaniel. 
. Kearney State Bank, Kearney.. C. E. White, Cas. 
. Manufacturers’ N. B., Brooklyn John M. Furman, ?r.... G. Mahon. 


. . " ( George W. Crouse, Pr.. G. T. Perkins. 
- Bank of Akron, Akron \ George T. Perkins, Cas.. 
. First Nat’l Bank, New Lisbon.. J. F. Benner, Pr......... J. McDonald. 


. Columbia National Bank.... { Samuel Schock, Pr 
Columbia { Simon C. May, Cas. 

.. First Nat’l Bank, Glen Rock. . Charles Fry, Pr 
. National Bank of Kutztown.... John G. Wink, Pr 


First National Bank, Nashville. Samuel J. Keith, Px M. Burns. 
Pr. ONT Bank of Montreal, Brockville... W. J. Anderson, M/gr...C. Brough. 


* Deceased. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 


(Authorized to December 24, 1878.) 
Capital, 


No Name and Place. President and Cashier. Authorized. Paid. 
2403 Farmers’ National Bank Joseph Gardner.... $ 50,000 
Valparaiso, IND. George F. Bartholomew, $ 30,000 


2404 Peoples’ National Bank . Elbridge Howe. 100,000 
Marlborough, Mass. John L. Stone, 50,000 
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DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from December No., page 481.) 


Moka baacae Casey & Leigh; failed. 
. Indianapolis ... Indianapolis Savings Bank ; suspended. 
i J. C. Kinney ; closing business. 
. Council Bluffs.. Pacific National Bank ; voluntary liquidation. 
Fisherville Penacook Savings Bank; failed—closed by Commissioners— 
deposits scaled down thirty per cent. 
. Saratoga Spr’gs. Commercial National Bank ; suspended. 
de ” ... First National Bank ; suspended. 
OnI0... Cincinnati German Savings Institution (C. F. Adae & Co.) ; suspended. 
PENN... Beaver Falls.... Barker Bros.; going out of business. 
o . Wilkes-Barre. . . Wilkes-Barre Savings Bank; winding up. 
PR, Ont Aylmer. Daniel Stewart ; failed and closed. 


ee 


RECENT CHANGES OF TITLE, ETC. 
(Monthly List, continued from December No., page 481.) 


. Hot Springs ... Gaines & Walker; succeeded by Bank of Hot Springs. 
Evanston T. C. Hoag & Co.; now T. C. Hoag. 
.. Fort Wayne... First National Bank; capital reduced to $300,000, 
. Valparaiso Joseph Gardner ( Valparaiso Savings Bank ); succeeded by 
Farmers’ National Bank. 
Louisville Quigley & Green; now John W. & D. S. Green. 
. Versailles J. Amsden & Co. ; now chartered as B’k of J. Amsden & Co. 
Boston Fogg Brothers & Co.; J. E. Nichols retires. Remaining 
part. continues, same style. 
.. Big Rapids .... Fairman & Potter; now F. Fairman. 
NesB.... North Platte... McDonald & Walker; now Charles McDonald. 


THE PREMIUM ON GOLD AT NEW YORK. 
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NOTES ON THE MONEY MARKET, 


NOTES ON THE MONEY MARKET. 
NEW YORK, DECEMBER 23, 1878. 
Exchange on London at sixty days’ sight, 4.83 @ 4.83% in gold. 


Secretary Sherman and Treasurer Gilfillan have been in conference with the 
bank officers of this city, and with Assistant Treasurer Hillhouse, on the pre- 
liminary arrangements for resumption ; and their belief appears to be that the 
transition to the specie basis at the time appointed by law, can be success- 
fully made without any of those evils which have been anticipated, and with a 
prospect of a new impulse to financial and industrial activity throughout the 
country. 

The monetary movements usual at this season have given a firmer tendency 
to the loan market and there is some decrease in the legal reserves. This 
change is only temporary and is due to well-known causes. The chief topic 
of interest, next to the decline of gold to par, is the state of the foreign 
demand for American securities. The opinion is gaining ground that the 
distress prevalent among the industrial classes in England and on the Continent 
of Europe must of necessity retard the growth of the foreign market for all but 
the best descriptions of our bonds. In the general movements of the money 
market the opening of the new session of Congress has produced less excitement 
than in some previous years resulted from crude schemes of finance which 
emanated from influential members and were embodied in various bills presented 
to the House. It seems to be tacitly understood by the chief Committees of 
both branches of Congress and by the leaders of all parties that no financial 
legislation of much importance is likely to be perfected during the third session 
of the forty-fifth Congress. What the next Congress will do it is impossible to 
foresee, as so large a proportion of its members have been elected for the 
first time. Any anticipated trouble from this source is regarded however as too 
distant to exert any perceptible influence in the present sensitive condition 
of the money market. Call loans have ranged from three to seven per cent. 
and prime commercial paper passes at five to six per cent. with exceptional 
transactions at higher and lower rates. The averages of the New York City 
banks compare as follows with former returns : 
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Legal Excess of 
1878. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


Nov. 30.....-$236,438,400 . $ 22,967,400 . $41,275,700 . $ 20,007,000 . $ 206,797,200 . $12,543,800 
Dec. 7...+.4++ 239,815,500 -. 20,169,700 .. 39,961,000 -. 20,053,200 .. 207,058,600 .. 8,366,050 
bs I4+++.++ 238,047,200 .. 20,882,900 .. 40,478,500 .. 20,141,600 .. 206,134,400 .. 9,827,800 
€ 2. seees 235,974,100 «+ 20,911,500 «+ 39,600,000 .. 20,077,000 .. 203,625,600 .. 9,605,100 


The Clearing-House statement of the Boston banks for the same time is sub- 
joined : 

Loans. Specie. Legal Tenders. Deposits. Circulation. 

+ $126,898,500 .... $2,862,400 .... $8,655,500 ..-- $78,650,200 .... $ 25,311,400 

127,376,300 «eee 2,779,900 «eee 8,112,900 «+++ 78,215,300 «+--+ 25,400,000 

127,433,800 «eee 2,630,500 .eee 7,483,500 «106 77,957,000 .. 25,397,200 

128,689,700 ..++ 2,659,900 «.+- 7,296,300 .... 78,690,400 «.-- 25,424,700 


The Philadelphia bank exhibit for the same period is as follows : 


1878. Loans. Specie. Legal Tenders. Deposits. Circulation 
Nov. ; $57,461,311 «+++ $1,946,959 +--+ $13,022,453 «+++ $45,144,517 +--+ $11,395,817 
Dec. Jescceee 57714:703 ++ee 1,996,059 «+e 12,740,471 «eee 44,816,112 «22. 11,386,822 

f6  Agsessese 5753539028 ooo 2,056,397 «22+ 12,640,356 «+++ 44,240,055 200. 11,384,275 

- 2Ee. ese 57y9107,45Q cece 2,168,142 «eee 13,220,333 «+++ 44,050,121 coos 115379,546 


The stock market shows considerable strength on a limited volume of 
transactions. In governments an active business has been done in addition to 
the large subscriptions to the four per cents. The calling in of all the five. 
twenties of 1865 leaves the 1867s next to be called, and the holders of these 
are naturally uneasy and anxious to sell their bonds while yet at a premium. 
The seventy-fifth call for the redemption of five-twenty bonds, made by the 
Secretary of the Treasury, December 18th, is for $10,996,100, embracing the 
whole of the remaining five-twenties of 1865, which are now outstanding. 
The principal and interest will be paid March 18th, 1879, and the interest 
will cease on that day. 


In State bonds there is more doing. Louisiana consols have been in demand 
at 72-72 1-2. North Carolina at 18 1-2@18 5-8 and district of Columbia 
3.65s at 78 7-8. Railroad bonds are dull but firm. Railroad shares are less 
excited and there is more demand for the investment shares in small lots. 
Below are our usual quotations: 


QUOTATIONS : Nov. 25. Dec. 2. Dec. 9. Dec. 16. 
100% .. too .. 10% .. 1004 
3. 5-208, 1867 Coup, 105% .«- 106 ss 105% .. 106 
U.S. 10-40s Coup 107% .. 107% «. 107% . 108% 
West. Union Tel. Co.. 95K .«-. 95% -- 94% «. 94% 
N. Y. C. & Hudson R. 11% .. 11% oe 12%. 110% 
Lake Shore ° 69% .. 69% .- 68% .. 69% 
Chicago & Rock Islanc 117% .. 117% + 118 ‘iz 118 
New Jersey Central... 30% .. 28% .. 26% .. 30% 
Del. Lack. & West.... 48% .. 40% - 4%. 43% 
Delaware & Hudson. . 42 “a 36% . 340” =e 37% 
North Western........ 45% 47% 40% . 47% 
Pacific Mail 15% - 14% +e 12% .. 14% «- 
ae. 18% .. 3% .. 18Yy .. 18% 
Call Loans......... oor 3 @ OB 3 @e- 3 @3%KH ~- 3 @6 ..4 @ 6 
Discounts ....cceeesee § @ 6 ».- § @6«. § @E - § @6 «~§ @7 
Bills on London -4.8114.. 4.81 -4.8134.. 4.83 -4.8314.. 4.823%{-4.83 -- 4.83 -4.8314 
Treasury balances, cur. $ 47,391,791 -- $455258,°533-» $46,400,351 .. $46,532,406... $48,019,533 
Do. do. gold. $ 127,468,515 .. $126,007,534 .. $ 122,482,699... $121,198,959 «.- $ 119,138,699 
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Subjoined are the London quotations of to-day compared with previous 
reports : 
Quotations in Dec. Dec. Dec. Dec. r~ Quotations since Fan. 1, 1878.— 
London. 6. 13. 20. 23. Lowest. Highest. 
U. S. 6s, 5-205, 1867 1085g .. 105% .. 1044 .- 10464 .. 104% Dec. 20 .. 109% June 8 
U.S. 58, 10-40S.... 110 +» 109% .. 110 - 109% .. 104i Feb. 25 «.. 111% July 30 
gs of 1881 108% .. 108% .. 108% .. 108'5 .. 103% Mar. 1 .. 109% July 9g 
New 4% percents... 106% .. 106% .. 1064 .. 106% .. 102% Feb. 25 «.. 107% July 30 
The receipts of National bank notes for redemption last week, as compared 
with the corresponding period last year, are as follows: 
1877. 1878. 
New York . $834,000 .. $578,000 
Boston 2,283,000 .. 1,041,000 
Philadelphia.....6.0cccicsccsecscecsccdsecce seseesesesssoces 149,000 .. 56,000 
I sc cad cicdaadoad aod syeeeineen Daw ukiaaateee 853,000 .. 491,000 


Total ...cccce-cocccccccvcccccccccsccces cscececceses $4,119,000 . $2,166,000 

The banks throughout the country have just received notice of the assess- 
ments due to the U. S. Redemption Bureau for the year ending June 3oth, 
1878, with statements as usual of the total cost of the bureau and chargeable 
in proportion to the amount of business done for each bank. It has long been 
a subject of general complaint, that the expenses of carrying on the bureau are 
unreasonably large and need to be promptly curtailed. Of course, so far as the 
recent modification in the transportation charges go there is an improvement, 
but the general expenses of the bureau, which still appear under the head of 
‘‘contingent expenses, costs for assorting, &c.,” remain the same, and the banks 
still respond to the request to ‘‘remit the amount charged” without any voice 
in the arrangement, or even a detailed knowledge of the manner in which 
such expenses are incurred. 

As this matter lies in a direct line of the duties of the American Bankers’ 
Association we have made inquiry and find that an investigation and report 
on this subject is in preparation for the executive council. In order to show 
the grounds of the opinion as to the extravagance of the redemption business 
as now carried on, a comparative statement has been compiled of the cost of 
the bureau just reported for the year 1876-7 from Washington, as compared with 
the cost of the same service performed by the old Suffolk Bank in 1857 — 
when it was recognized as the agent for the redemption of the banks of New 
England under the old State bank system, and when it paid the largest sum it 
ever disbursed for this purpose. The whole of the government expense of 
redemption bureau for the year 1876-7 is reported as follows: For salaries, 
$ 150,695.68 ; printing and binding, $6,604.30; stationery, $3,818.10; postage, 
$3,716.66; contingent expenses, $2,869.31; total expense, $ 167,704.05. 
This expense was incurred in redeeming $214,361,300 under the head of 
“costs for assorting.” Now the Suffolk Bank in 1857 redeemed bank notes of 
the value of four hundred millions of dollars and the entire cost of the work 
amounted to $40,000, The disproportion is apparent. 

In mercantile and banking circles there are conflicting opinions on the 
Prospects of financial legislation. As stated above, it is believed in Washington, 
and by the best authorities here, that for various reasons, Congress can 
Searcely be expected during this session to give much attention to the 
various projects for disturbing our banking system, either by repealing the 
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National currency law or by taking off the tax on bank notes, or by some 
fundamental legislation curtailing the privileges of National banks. It appears 
that while several influential senators and representatives may be expected at 
any time to begin such a discussion in earnest, it is inspired and pushed by 
speculators in different parts of the country who find the safeguards of the 
National banking law too irksome and conservative. They would repeal these 
safeguards in order that they may set up real-estate banks and other wild-cat 
institutions. With these men are united others who foresee that with the 
National banks out of the way and a multitude of State and local banks in 
full operation, large profits may be made by skillful capitalists and sagacious 
brokers. Indeed, it is reported that some persons who are interested in 
National banks in the South and West are themselves quietly urging on the 
movement, for the reason that they too would like to launch out into some 
new and more extensive business, especially as the National, private and other 
banks have made but small profits in the last year or two. On the whole 
the evidence tends to show that there are conservative forces at work in 
Congress which in various ways will ward off much of the expected financial 
agitation and postpone it till the close of the session, or even longer. The 
Treasury holds $ 348,940,000 in United States bonds to secure bank circulation, 
and $13,933,300 in United States bonds to secure public deposits. The United 
States bonds deposited on account of subscriptions to the four-per-cent. joan 
last week amounted to $ 3,703,400. 


The investigation of the affairs of the failed West of England and South 
Wales Bank, shows that its paid up capital of £750,000, and surplus of 
£188,527 are lost, and that the shareholders will also be called on for 
£ 300,000 to make up the deficiency of means to pay its debts. According to 
the latest published returns, its: debts were £ 4,394,596, and it will be extraor- 
dinary if the deficiency does not prove to be far larger. Its business was 


principally in the iron-producing districts, and no interest in England has suf- 
fered more than the iron interest. 


The London Svaéist, of December 7th, says:— 


‘Treasury bills were allotted this week at the rate of 342 per cent. for 
three months, and 3% per cent. for six months. These are the highest rates 
we remember, with the exception of last October. The Government have been 
able to borrow, by means of Treasury bills, at such low rates as one to two 
per cent., repeatedly. Under these circumstances, and with an accumulated 
floating debt of over twenty millions sterling, it becomes a matter of good 
policy to issue consols and to fund some of the Government bills and bonds 


now afloat.” 





